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The Walls 


HE news that General Montgomery has launched 

A a new offensive against the Axis positions at Enfida- 
ville brings to an end a week of universal lull in the 
fighting. In Russia the spring thaw and in the Far East 
the approaching monsoon will continue to immobilise 
the fronts, and for the next weeks Tunisia may be the only 
centre of military activity. 

The appearance of a lull is illusory. Everywhere the 
military machines are being tooled up for the coming 
offensives, and in Germany, at least, a major campaign 
of political warfare is preceding the expected clash of 
ams. There is a spate of writing and talking and a 
coming and going of diplomats such as Europe has not 
witnessed since the last desperate attempts to salvage 
Peace in 1939. In all this activity, the Germans have a 
sort of tactical initiative even although the grand strategy 

the war is no longer theirs to control. Their doings 
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a eh by no means aimless. Behind them lies a military 
eh * Political pattern, the pattern of a defensive war. 
the 9th By announced the opening of this phase at the 
ag il of 1942 and the winter defeats in Russia have made 
cre ne ona more urgent. The pivots of it are, of course, a 
rere Russian front and the Atlantic Wall, but even 
_ defence line, more soldiers are needed. The Ger- 


, Lr. 





of Jericho 


mans are caught in the dangerous spiral of an insufficient 
labour supply. So total is mobilisation, that a man can- 
not, practically speaking, be moved from anywhere to 
the front without a corresponding loss to war output. 
Hitler needs more men to replace the thousands lost 
before Stalingrad. There is a limit to the number he can 
squeeze out of occupied territory without the active co- 
operation of the authorities concerned, and the extra 
men who might be called in to supervise the call up and 
intimidate the recalcitrant are themselves needed at the 
front or in the war effort. The Germans must therefore 
try to increase the amount of voluntary co-operation 
hitherto received, but they must do it without using 
a show of force, which would only entail a further waste 
of manpower. 

On the face of things, it seems fantastic that Hitler at 
this stage should reverse his earlier “ new order ” policy 
and seek to win the collaboration of peoples he has pil- 
laged for over two years. But this is undoubtedly the un- 
derlying strategy. The first line is the offer of better condi- 
tions. Gayda published a summary of the new “new 
order” in the Giornale d’Italia of April 4. He grouped 
it under six headings: “ recognition of the right of all 
national European states, great and small, to liberty, 
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independence and full sovereignty”; permanent col- 
laboration between the European peoples on the basis 
of their common interests and civilisation ; a just redivision 
of the earth’s goods and raw materials; freedom of 
national and economic development for each nation ; 
freedom of the seas and of trade ; “justice and social 
peace within every state.” This attractive programme is 
having little effect—the peoples of Europe have had to 
endure a lot of rhetoric in their time ; but it gains a 
certain importance, partly because the Germans are at 
the same time exploiting, with some success, the 
Bolshevik bogy, partly because some of the concessions 
offered may be real. Germany’s desperate need has given 
a little elbow-room to all the satellites, and in the case 
of Boris, Horthy, and Antonescu possibly, and of 
Mussolini and his advisers certainly, the recent meetings 
with the’ Fuehrer did not end with the issue of marching 
orders, but were genuine negotiations with concessions 
from both sides. 

The picture the Germans are trying to build up is 
of a condition of impenetrable siege within the Festung 
Europa, protected on both east and west by two stabi- 
lised fronts. The German Press is full of accounts of the 
Atlantic Wall—“ not a man without reinforced concrete 
covering ” is said to be the Fuehrer’s new slogan. How- 
ever, the mere building of a picture is far too gradual 
and passive a method. The Nazis’ chief concern is to 
use the background of feigned security for a vigorous 
political offensive against the West and against the 
“doubters ” inside Europe. The damning of Russia as 
the beast from the pit continues, and new atrocities have 
been brought to light by the Germans just when Polish- 
Soviet relations have reached a rather delicate stage. The 
“ defence of European civilisation ” is plugged incessantly 
and, if Dittmar is to be believed, volunteering for the 
anti-Russian army has improved in Eastern Europe. In 
propaganda to Britain and America, peace offers accom- 
pany the anti-Soviet line. Count Jordana has obligingly 
come out with an offer to mediate ; Gayda has openly 
spoken of the Axis’ readiness for a patched-up peace with 
anyone except Russia; Weizsaecker, one of Germany’s 
most experienced diplomats, has been sent to join Ciano 
at the Vatican to see, no doubt, what cross-currents can be 
picked up, and what rumours can best be set in motion. 


Budget White Paper—II 





April 245.1943 


The picture has a certain consistency, but only because 
the darker colours have been left out. Europe may be 
fortress, but bombs do not stop short at concrete 
emplacements on the sea shore. All travellers from 
Germany are agreed on the really devastating effect of the 
raids. The grandiose talk of “free ecqonomic develop. 
ment” covers an ugly reality, in which there is no slack 
to take in and no possibility of any added output. Above 
all, there are signs—of all things most dangerous to , 
dictator state—of a crisis of confidence in Germany, |p 
his broadcast to the Germans on April 19, Goebbels hag 
actually to apologise for the Fuehrer’s absence, t 
explain away his depression and fatigue and remind his 
hearers that 


If a people must shoulder a great risk to preserve jts 
existence, 1t is better to ban the devil of doubt and 
discord . . . Confidence is the best moral weapon oj 
ali. If that begins to be found waning, it is the beginning 
of the end. 


The Nazis are planning and manceuvring desperately to 
make the best of a very bad job, but the answer of the 
Allies should not be to rely on Germany’s difficulties to 
bring the whole edifice tumbling down. There should be 
no confusion of Hitler’s European fortress with the walls 
of Jericho. Marching round seven times, blowing trum- 
pets, will not bring them down. The Allies have to be as 
resourceful and resolute in their offensive strategy as the 
Nazis are seeking to be in their defensive. First of all, 
against the prattle about mediation and negotiated peace 
the Allies must reiterate the unconditional , surrender 
clause of Casablanca. Far more urgently, they must set 
about their fighting now. The Atlantic Wall-may yet be 
the Germans’ Maginot Line, but only on condition that 
it is attacked and turned. The time factor is crucial 
Just as in Tunisia the loss of initiative in the first stages 
cost the Allies months, so any delay in Europe may cost 
them years. Hitler’s greatest weapon against the Grand 
Coalition has always been their illusion that time is on 
their side. A year’s successful defensive strategy will not 
weaken the Germans. They might gain a space in which 
to bind their wounds and make good their deficiencies. 
Hitler is obviously playing for time. It is the one thing 
the Allies must see he does not have. 


The National Income 


+ be White Paper issued with the Budget professes to 
deal with the two subjects of “the sources of war 
finance ” and “ the national income.” As was pointed out 
in the article in The Economist last week, which discussed 
the first of the two subjects, it is impossible to keep 
them apart, especially in wartime, when the activities of 
the state occupy so large a proportion of the total national 
economy. But at bottom the two questions are distinct. 
The first, and smaller, of the two can be phrased in 
ordinary language as “where does the Government get 
the money to pay for the war?” and it was to this that 
last week’s article was chiefly addressed. The second, and 
more embracing, question is “ How does the nation as 
a whole make a living, and what does it go on?” It is 
this that the present article, with the assistance of the 
White Paper, will attempt to elucidate. It should, how- 
ever, be said at the outset that there are still gaps in our 
knowledge that the White Paper, improved as it is from 
year to year, does not fill. The official estimator must 
proceed cautiously ; the private statistician can afford to 
take a few more risks if by so doing he can make the 
whole subject more intelligible. It is believed that the 
picture presented in this article is true in its major pro- 
portions ; but it must not be held to precise accuracy. 
What is the size of the national income? It has been 


pointed out at length in these columns in previous yeals 
that there are several possible definitions of what is loosely 
called “ the national income.” It is not proposed to repeal 
this discussion here ; it must suffice to say that the official 
estimates are of “net national income at factor cost — 
“net” because it is arrived at after (financial) provisi 
has been made for the maintenance and replacement o 
existing capital, and “ at factor cost” because it takes 0° 
account either of the 
caused when the state imposes indirect taxes which at 
added to the prices of articles of consumption or of it 
corresponding deflation of money values that occurs when 
the state grants a subsidy. But for many purposes bo 
these missing elements are needed. When income is to b& 
compared with expenditure, the comparison can best > 
done, not at “factor cost,” but “at market price,” for 
is in terms of the latter that statistics of expenditure 2° 
kept. This adjustment is easy. And though for maty 
purposes it is as well to know the size of the net na 
income, the layman will find it easier to unders 
conception that embraces the whole flow of goods 
services produced in a year, rather than one that concem 
itself only with a part— admittedly the larger Pa" 


—of the total flow. Unfortunately, this adjustment fro" 
net to gross cannot be made accurately, since no 


inflation of money values 
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are available of allocations to depreciation accounts, sink- 
ing funds, etc. This is the most serious lacuna in present 
British statistics, but until it is remedied the statistician 
is compelled to resort to the most unsatisfactory device 
of adding a fixed sum of £475 million each year—this 
being the tentative estimate advanced in last year’s White 
Paper. . 

With this preliminary explanation, the balance sheet 
of income and expenditure can be set out for 1938 and 


1942. 





INCOME EXPENDITURE 
(g mn.) (£ mn.) eS (£ mn.) (£ mn.) 

Net national income | Expenditure on: 

at factor cost . uae 4,490 7,384 | Consumption ..... 4,035 4,800 
Indirect taxes /ess | Government ...... 845 4,608 

subsidies See ee 622 1,219 Maintenance and in 

— ——— ~| crease of domestic . 

Net national income capital.......... (762 302 

at market price... 5,112 8,603 | ) (302) 
Depreciation, etc., | 

Re ee (475) (475) | 
Gross national income en a nn 

at market price... 5,587 9,078 MN ok Siclgie sc 5,642 9,710 


The third item on the expenditure side—“ expenditure 
on the maintenance and increase of domestic capital ”— 
was, in 1942, insufficient to maintain the existing capital 
of the country. The difference between the totals of the 
two sides, amounting to £55 million in 1938, and £632 
million in 1942, is the volume of overseas disinvestment 
(drafts on capital). 

Direct comparison of the two years in the above table 
is prevented by the great change in the value of money. 
This year, for the first time, the White Paper includes 
estimates of the real volume of consumption ; the money 
rise from £4,035 million to £4,800 million conceals a fall 
of 18 per cent in real terms. The White Paper explicitly 
states that these price ratios do not apply to Government 
expenditure. For obtaining a vjew of what has been 
happening to the national economy, it is most important 
to be able to translate the money figures into real terms, 
and it is, therefore, here proposed, despite the warning in 
the White Paper, to guess at the change since 1938 in the 
value of money when spent on the objects of Govern- 
ment expenditure. The rise in these prices will be con- 
siderably less than the 45 per cent increase in market 
prices of consumption goods. For one thing, the inflating 
effect of indirect taxes has been much smaller on the sort 
of goods that the Government purchases than on con- 
sumption goods. For another, while the efficiency of the 
consumers’ goods industries has been declining, under 
the pressure of the call-up and other wartime difficulties, 
there has been a growth in the efficiency of the munition 
industries. It is proposed to assume a price rise of 30 per 
cent in 1942, of 25 per cent in 1941, and of 15 per cent 
in 1940. These figures are nothing but the merest guesses ; 
but it is unlikely that their inaccuracy seriously affects the 
tesults. The same proportions are applied to capital 
expenditure. With these adjustments, the figures for later 
years can be translated into “1938 pounds ”—that is, 
into pounds of the purchasing power they had in 1938: — 


(millions of pounds of 1938 purchasing power) 


1938 1940 1941 1942 
4.035 3,551 3,408 3,408 
845 2,660 3,355 *3,545 


762 395 220 232 
— 55 —658 — 638 *— 485 


Gross national income.......... 5,587 5,948 6,345 6,700 


i . 1942 was the first complete year in which Lend-Lease was 
" operation ; this has the effect of making both Government 


“xpenditure and overseas disinvestment less than they would 
otherwise be. 


1. Consumption.................. 
2. Government expenditure ....... 
3. Maintenance and increase of 
4 domestic capital............. 
- Overseas disinvestment 
5, 


ee eee eee 





From these figures it is possible to show in simple and 
Precise (and probably fairly accurate) terms from what 
pe the community has gathered together the formid- 
bi aggregation of men, materials and machines with 
Which it is fighting the war. Government expenditure, in 


terms of 1938 pounds, has increased from £845 million 
© £3,545 million and the increase can reasonably be 
as the cost of the war in 1942. The sources from °* 


taken 
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which this increase has been met are shown in the 
following table: — 
Millions of 
1938 
pounds . 
Cost of the war in 1942 (increase in item 2) 2,700 


Derived from: 


Increased production (increase in 5)..... 1,113 
Reduced consumption (fall in 1) ........ 627 

Reduced provision for domestic capital 
| en ee Pee eee ee 530 
Overseas disinvestment (change in 4).... 430 
POUME a ecco se eke 2,700 


This table is a statement, clearer than has ever been 
possible before the present war, of what happens to a 
national economy (or rather to the British national 
economy, for other nations are differently placed) when 
it is subjected to the strains of total war. The figures 
are unlikely to be precisely accurate ; but it is the general 
picture they draw, rather than the precision of the esti- 
mates, that is important. They permit three significant 
generalisations to be drawn. 

First, the cost of the war in 1942 was, in real terms, 
almost half the Gross National Income of 1938—that 
is to say, the community succeeded in 1942 in devoting 
to the purposes of war an aggregation of goods and ser- 
vices equal to half of its total gross output before the war. 

Secondly, this total cost was,met, as to rather more 
than two-fifths, by increased production ; as to rather less 
than a quarter by reduced consumption ; as to one-fifth 
by failing to maintain—still less to increase—the domestic 
capital of the country ; and for the rest by drawing on 
the accumulations of overseas capital or by going into 
debt to foreign countries. 

Thirdly, about two-thirds of the real economic burden 
of the war is being borne by the generation that is fight- 
ing it, by the means of working harder and consuming 
less. 

But the final third is being met out of the accumula- 
tions of past generations, or left to be carried by posterity. 
The fraction of one-third is larger than was thought pos- 
sible at the beginning of the war. This has been unavoid- 
able. But it is the measure of the permanent economic 
effects that the war will leave behind. The productive 
equipment of the nation will not have been maintained; 
and its income from abroad will be both curtailed and 
mortgaged. These facts cannot be ignored. The magni- 
tudes involved are not enormous; the sum of overseas 
disinvestment and domestic under-maintenance for all 
three war years is about £2,000 million at 1938 prices, or 
less than half of a year’s net output. But neither are these 
sums negligible and they will affect the post-war stan- 
dard of living. Before the war, the attainment of Full 
Employment would have raised the standard of living ; 
after the war, it will be needed to keep the standard of 
living at the pre-war level. Before, the alternative was 
between more wealth and more leisure. The war has not 
yet had such costly permanent effects that we shall have 
to produce more and consume less; but we shall be 
faced with the choice of more production or less income. 
That, in the long run, will prove to be the economic 
cost of Hitler. 














? WHITE PAPER STATISTICS 





By a most regrettable error, Table B from the 
White Paper was reprinted in The Economist of 
last week (April 17, page 498) under the heading 
‘‘ Personal Expenditure at Constant Prices.” 
This should have read — 

PERSONAL EXPENDITURE AT 
MARKET PRICES. 

Readers preserving the tables for reference 

should make the correction in their copies. 
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Russia’s Trade—Il 


HE question which follows from the survey of Russia's 

foreign trade in the inter-war period is: Under what 
circumstances will Russia be able or willing to switch over 
from self-sufficiency to international trade? What are 
likely to be the forces impelling her in that direction, and 
what are the foreseeable obstacles? 

The factors which are likely to favour a re-orientation of 
Russian trade policy have frequently been described in 
the columns of The Economist. They are: the devastation 
of industry and agriculture throughout Russia’s western 
fringe ; the exceptionally extensive rate of unreplaced 
wear and tear in Russian industries at large, and in 
Russia’s mechanised agriculture ; the shift of the centres 
of gravity of Russian economic life to the Urals and to 
Asia ; and the new relationship to the outside world in 
which Russia will find herself as a result of Lend-Lease 
and Reciprocal Aid. The ultimate scope and strength of 
each of these factors cannot be gauged while the war is 
still on ; but it seems safe to assume that, on balance, they 
will tend to make Russia more dependent on foreign trade 
than she has hitherto been. 

While all this is true,it would, nevertheless, be a fallacy 
to think that the changes brought about by the war will 
compel any abandonment of autarky by Russia. No 
automatic results can be taken for granted. It is true— 
at least on the face of things—that the rebuilding of Russia 
would be greatly helped by an ample supply of goods 
from abroad. The war has obviously interrupted, for a time, 
Russia’s economic advance, and will have thrown the 
country back to a level substantially below that reached 
through the enormous effort of the three Five-Year-Plans. 
After this war, Russia may in some respects find herself 
confronted with difficulties similar to those she had to 
overcome after the civil war. But there will also be one 
decisive difference. In the early twenties Russia started 


the work of reconstruction from scratch. The level from - 


which she will start this time will, of course, depend on 
the duration of the war ; more than for any other country, 
the prolongation of hostilities spells for Russia the destruc- 
tion of fixed capital and labour reserves. But it is almost 
certain that her productive capacity after the war will, 
in any case, be sufficient to allow for a tempo of recon- 
struction considerably quicker than that of the twenties. 
Russia cannot be thrown right back to the old starting 
point. The permanent achievements of industrialisation 
will be Russia’s great assets after the war, as they have 
proved to be during the war, no matter which course— 
autarky or international trade—is set. 

In theory, it should be possible for Russia to make one 
or two Five-Year-Plans of Reconstruction, based almost 
exclusively on the use and development of domestic 
resources. The volume of productive capacity with which 
the country emerges from the war would then constitute 
the initial material basis for new economic expansion. 
There is no reason why a totally state-owned industry 
and a state-controlled agriculture should not be able to 
cope with that task—within the framework of a closed 
national economy. The scope for achievement is given by 
Russia’s vastness and by her immense natural wealth. e 

But the drawbacks oft autarky are obvious. They would 
reproduce on a much wider scale and with greater force 
all the familiar features of the inter-war period: the lack 
of balance between producers’ and consumers’ goods ; the 
chronic under-consumption of the people ; the low pro- 
ductivity of labour ; and so on. The domestic resources of 
a closed national economy at any given time are limited. 
The amount of resources that is allocated to producers’ 
goods sets absolute limits to the proportions of fixed 
capital, raw materials and labour which can be spared for 
the production of consumers’ goods. Any autarkic scheme 
for reconstruction would again be bound to give priority 
to heavy industries at the expense of consumers’ goods, 


probably over a period of many years. “ Structural seif- 
sufficiency” turns out to be a rather elusive phantom, 
True, the statistician may again prove—as he did in the 
past—that his country has been able to cover a hundred 
per cent of its needs of tractors by home output, insteag 
of by import ; but this will be so because 50 or 60 per 
cent of the domestic need for, say, textile machines wil] 
not be covered at all. The balance would be even more 
heavily turned against consumers’ goods if soon after 
the war Russia had to draw on her shrunken domestic 
resources in order to make massive repayments for Lend- 
Lease, or in order to meet new and large defence expendi- 
ture—both of which are not impossible consequences of 
an all round relapse into autarky. The question whether, 
or for how long, Russia would be able to bear all these 
burdens, after three decades of more or less pronounced 
under-consumption, belong to the sphere of politics rather 
than to that of economics. ; 

A conversion from autarky to international trade ought 
to provide easier solutions for most of the problems. But 
here the short term prospects are distinctly different from 
the long term ones. Immediately after the war. Russia's 
export capacity will be very considerably reduced (except 
perhaps in oil and timber) ; so that she will be able to 
benefit only to a limited extent from the sellers’ markets 
which can be expected for a few months, or perhaps years. 
In this period of the sellers’ market it will be her fate to 
appear mainly in the réle of buyer. From the outset, 
therefore, the crucial question will be posed: the extent 
to which Russia will be able to resume full membership 
in the world trade system will depend on the extent to 
which that system is given a liberal character and is 
assisted by a liberal credit policy. This will, of course, be 
equally true for most of the European countries, but 
Russia is likely to provide the most extreme and striking 
illustration of the general rule, and the economic implic- 
tions are bound to be more far-reaching and novel than in 
any other country. ia 

In the somewhat longer run Russia will, of cours, 
recover her full export capacity. Two phases can be fore- 
seen. At first, Russia will remain predominantly a 
exporter of primary products. Two or three good harvests 
may make it possible to spare large surpluses in cerca, 
which together with oil and timber have formed tlie bulk 
of Russian exports in the past. Cotton, the cultivation of 
which has been greatly expanded in some Asiatic pit 
vinces, may become a new item in Russia’s export trade. 
But it is hardly likely that in the long run Russia will put 
up with the réle of an exporter of primary products. The 
doctrine of industrialisation has struck too deep roots 2 
the minds of the Russian people. The present generation of 
Russia’s economic leaders has been accustomed to think of 
trade between primary producing and manufacturin} 
countries in terms of “ colonial or semi-colonial — 
tion.” The experiences of the Great Depression, in ae 
Russia was so severely handicapped by the disparity vr 
prices of primary products and manufactures, could rd 
confirm this attitude. In the longer run, therefore, e 
tendency to industrialise exports is most likely ® 
become the dominant feature of Russian trade policy. This 
tendency was already explicit in the inter-war pen ‘ 
and it was a point of national pride that in a number - 
articles Russia was able to change from an importer - 
an exporter. This was true of agricultural machines. m0 ; 
cars, tractors, textile machines, sewing machines. ~— 
bulbs, iron ore, coal and coke, asbestos, cement, fert a 
and tanned leather. The quantities exported were vet 
tedly very low ; and after the war it will certainly GX" 
considerable time before Soviet exports can assume poo 
dominantly industrial character. It may require <vo0" 
time before Russia is able to compete successfully 

* other industrial exporters on European markets. 
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In this context, the geographical trends of Soviet trade 
are of some interest. 


THE SHARE OF INDUSTRIAL COUNTRIES IN Russia’s IMPORTS 
(In percentages of the total) 

1913 1926/27 1930 1937 
14 


United Kingdom .......... 13 7 15 
USA Seerte ee tT ee ee 6 pal 25 19 
Germany .- ++ sere reece eeee 48 23 24 16 
France ... eee cece rece eeees 4 * 3 5 
Japan...---eeeeeeeeeeeees 0°3 0°5 2 4 


The striking feature is the decrease in Germany’s share 
and the increase in imports from the USA. The British 
percentage has on the whole remained stationary with 
intervening fluctuations. The recent rise in imports from 
Japan is explained by the needs of industrialisation and 
electrification in the Soviet Far East. On the export side 
the position is somewhat different. 

THE SHARE OF INDUSTRIAL COUNTRIES IN Russia’s Exports 


(In percentages of the total) 


1913 1926/27 1930 1937 
United Kingdom .......... 18 26 27 33 
BE sso cetdonesoeanvades 1 3 4 8 
CE. ices tcawintsh xe 30 22 20 6 
EN EEE AEE EE 6 7 4 5 
JODO. oases ac rcwccneneinns 0-1 2 2 2 


Among the great industrial countries, Great Britain was 
the main buyer of Russian goods. The United States’ share 
was steadily growing, but not in proportion to the growth 
of Russia’s imports from the USA. The German market 
was definitely losing its importance for Russia. The basic 
trends reflected by the two tables are almost certain to 
continue after the war. 

An analysis of Russia’s trade with her Asiatic and 
European neighbours also shows some interesting trends. 
For the purpose of the comparison the Asiatic countries 
—Afghanistan, India and Ceylon, Iran, China, Outer 
Mongolia and Turkey—have been grouped together under 
one heading, “the Asiatic Zone,” and Scandinavia, the 
eastern and central European and the Balkan countries 


have been grouped under the heading of “ the European 
Zone.” 


NOTES 


On How Many Fronts ? 


OF 


_ The United Nations’ bomber offensive against the Axis 
is still growing. The events of last week-end marked another 
Stage in the crescendo, and suggest that it will not be very 
long before attacks come from all points of the compass at 
all times of the day and night. Round the clock bombing 
is now being systematically developed. On Saturday, 
April 17th, the raid which the USAAF made on Bremen 
by day was followed by RAF night attacks on Skoda and 
Mannheim. Over the same week-end, the Red Air Force 
attacked K6nigsberg and Danzig from the east. Meanwhile, 
Italy and Sicily are being bombed both from the north and 
{tom the south, by planes based on Britain and North Africa. 
is cross play is only in its earliest stage, and it will grow. 
‘Ne war on two fronts is outmoded. Since the third dimen- 
Sion has been called in, every enemy target is potentially 
threatened with attacks from every direction. The signifi- 
‘ance of this, from the standpoint of German industrial loca- 
uon, is that nothing is safe. Time, labour and materials spent 
in industrial evacuation are a waste of resources. No arsenal, 
Wever central and remote, dare fail to be equipped with 
"e strongest defences. The force of men and material in 
1¢ German AA and searchlight commands, not to speak of 
‘wilian ARP, which is contained by the bomber offensive 
increasing. The size of the artillery bombardment which 
S blown into the air, daily and nightly, cannot be far 
‘Ow the scale of the artillery barrage before Alamein. 
"tish losses in the raids on Skoda and Mannheim were 
“Xceptionally heavy; 55 planes out of 600. But, even 
th Ged against the damage directly inflicted on the targets, 
a Profit is worth the loss. Relatively, the Ameri- 
Street. On Bremen, one of the first heavy United 
‘ates raids on Germany, was also costly. The USAAF is 
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THE SHARE OF THE Two ZONES IN RusstiA’s TRADE 


In imports : 1913 1926/27 1930 1937 
PEE GONE iss dneisecsins 15 16 12 16 
European zone ......... 9 1l 15 6 

In exports : 

AGHIIEG SOMO. oo oc ccc cens 9 ll 13 15 
European zone......... 13 17 12 8 


Russia’s interest in the Asiatig, market was growing 
steadily, whereas her interest in x European sphere to 
the north, east and south of Germany was on the whole 
declining. Russia could not hope to compete successfully 
with the other industrial countries in Europe ; in Asia, 
however, she enjoyed the advantages of geographical 
proximity, advantages which wiil be even gexeater to the 
extent that it proves possible over the years to indus- 
trialise Russian exports. The transfer of industries to 
the east points in the same direction. It may, therefore, 
be guessed that the pre-war trends will continue. In a 
world market that permits of multilateral trade, Russia will 
tend to sell to Asia in order to cover her excess of pur- 
chases from the great industrial nations of the west. 

But this long-run development wiil inevitably be affected 
by the fact that Russia will emerge from the war as a 
debtor nation. From the point of view of the Russian 
economy in the inter-war period this marks a decisive 
turning point. It was Lenin who used to repeat (after 
J. A. Hobson?) that the interdependence between creditor 
and debtor is, as a rule, much closer than that between 
buyer and seller. On the one hand, that “closer inter- 
dependence ” may result from Lend-Lease. On the other 
hand, it is bound to be enhanced by Russia’s peculiar posi- 
tion in relation to the world market, during the critical 
period immediately after the war. She will need very large 
imports ; but she will also need a long breathing space, 
before she can pay for them by her own exports. Any hope 
of bringing Russia back into the western system of inter- 
national trade will be shattered if she is not given the 
means of affording an adverse balance of payments during 
the first years after the war. The extent to which this 
change will affect the monopoly of foreign trade and the 
whole currency and credit system which was established 
in the inter-war period will form the subject matter of 
the last article of this series. 


THE WEEK 


still only at the beginning of its offensive against the Reich, 
but the scale is mounting. 


* * * 


Tightening, the Screws in Italy 


According to travellers recently in Italy, there is at 
last a real sense of tension among the people. Hitherto, the 
war, though detested, was shrugged off. People felt that 
somehow they would manage and that it was all a long 
way off. Two years ago, Ansaldo made his “ Woe-woe” 
speech, accusing the Italians of being more interested in 
football than Abyssinia. Until recently, that happy-go-lucky 
temper prevailed. It had its advantages. Revolts have never 
started among careless and indifferent people. There was 
at no time the slightest danger of the split in the regime 
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so confidently expected in some quarters outside Italy. This 
year the temper has changed. The losses on the Russian 
front, the loss of the Empire, the bombing raids have intro- 
duced completely new factors into the experience of the 
Italian people. After months and months of “ phoney war, 
the bitter reality is upon them, with worse to come. The 
problem facing the authorities is how the Italian people 
will react to the new geverity? Will they stiffen, like the 
British after Dunkirk or the Germans after the first winter 
campaign in Russia? Or will they crack? The recent m- 
crease in supervision suggests that Mussolini is inclined to 
take no chances with his warrior nation. For some tme 
past, the Fascist party officials have been called on to in- 
crease their activity and vigilance. It looks as though the 
former party secretary, Vidussoni, has not proved energetic 
enough for the new drive for total control. Scorza, who 
replaces him, is an Old Guard Fascist, a militia man with 
a reputation for toughness. It is no coincidence that the 
Chief of Police has been changed at the same time. 


* * x 


Coal Production 


The exceptionally mild winter and early spring may 
tend to make the public forget that a serious coal position 
still faces this country, and Major Lloyd George gave a 
timely reminder last week-end that the coal crisis is by no 
means over. Production, which should normally be going 
up at this time of year, is cach week 100,000 tons less 
than in the same week of last year—and this in spite of 
the fact that there are 5,000 more men in the industry 
than a year ago and in spite of the campaign for increased 
output and the publicity surrounding the “ Battle for Fuel.” 
Various reasons for the drop in productivity have been 
advanced, such as the growing age composition of the labour 
force, the fact that the best men are in the Forces, the 
failure of the district output bonus scheme and the miners’ 
dissatisfaction with their working conditions ; but none of 
them seem adequately to answer the question—what is 
wrong with the coal industry? It is to be hoped that there 
will soon be an opportunity for the Minister to throw 
some light upon the matter and to report upon what pro- 
gress has be2n made with the scheme for reorganisation 
which was projected last June. The Government’s White 
Paper indicated that output would be increased by con- 
centration of men and machines on the most productive 
pits and seams, the introduction of more mechanisation, . 
the grouping of pits and in general an extensive rationalisa- 
tion of the industry. Such a programme should be beginning 
to bear fruit by now; instead, coal output is down and 
productivity per head is low. In view of the need to increase 
production this summer in preparation for the winter, 
every possible measure should be taken to increase the 
efficiency of the existing resources, since little fresh intake 
of labour can be expected. It is clear from another twelve 
months’ experience that no plan of reorganisation, however 
far-reaching and drastic, can now be safely dismissed or 
deferred, if it would have the effect of increasing output— 
and similarly that no plan can be considered at all unless 
it would have that effect. Meanwhile, consumption will have 
to be further curtailed, and it is to be hoped that the plan 
for fuel rationing, which was turned down last summer, is 
being kept in cold storage and has not been relegated to a 
Whitehall shelf. A more immediate problem is the difficulty 
that has developed in connection with the Greene con- 
ciliation scheme which is due to come into operation on 
May 1st. The Northumberland and Cumberland miners 
object to the provision that makes reference of district 
disputes to the National Tribunal dependent upon the 
agreement of both sides. 


* a * 
The Laws of the Republic 


The discussions of the French National Committee on 
General Giraud’s memorandum closed on a more optimistic 
note than was generally believed possible. The full text 
of this memorandum has now been made public. General 
de Gaulle’s reply, which General Catroux has conveyed to 
Algiers, is known to contain certain stipulations and amend- 
ments, but the sphere of agreement is considerable. The 
generals are apparently agreed that the aim of all resistance 
and military effort is to restore the laws of the Republic in 
force before June 22, 1940, and to arrange for the holding 
of free elections. Unanimity on this point is, of course, of 
tremendous, overriding importance. Before it, all differences 
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of method appear insignificant. But it still remains ty. 
that the form of provisional government and the relation 
in the meanwhile between the civil and military authori. 
ties will have a very marked and enduring influence on the 
type of freely elected government which eventually come 
into being. These questions—the composition of the pro- 
visional executive, which General Giraud proposes to call 
the French Council for Overseas Territories, and the rela. 
tion between civil and military authorities, from the time 
when the Council is set up until the time when France 
is wholly liberated—are still open. In theory at least, it js 
all plain sailing from the moment French soil is freed. The 
departmental Conseils-Généraux choose by secret ballot 
delegates to form a Government in accordance with the 
Law of February 15, 1872. This body arranges for norma! 
elections to be held when the workers and prisoners are 
back from Germany. Then, the nightmare will be over, and 
July 14th will again be a national festival. But the agreed 
aims of both generals can only be realised if there is in the 
meanwhile an almost superhuman determination not to 
exploit the situation. It has often been claimed that the 
French collapse took place because the democratic constitu- 
tion was rent by irreconcilable extremes. The point has 
never been proved, but it will be proved, one way or the 
other, by the interim negotiations. The provisional govern- 
ment must not be a party affair. Fear to represent in it all 
the shades of opinion .that can be represented, and 
exaggerated suspicion of the civilian by the military, or of 
the military by the civilian, could still prevent the resur- 
rection of French democracy. 


* * * 


Martinique Moves with the Times? 


As things stand at present, agreement with Admiral 
Robert of Martinique and Guadeloupe remains out of the 
question. But his letter to the Associated Press certainly 
represents a move away from his former pro-Vichy in- 
transigeance. Apparently, there are terms on which the 
Admiral would consider joining the Allies ; and the terms 
amount to being allowed to have a foot in both camps. 
Thus, Admiral Robert must be assured that he will not be 
forced into rebellion against the “ French Government.” In 
the circumstances, no absence of plain speaking can make 
this mean anything but Vichy. Yet, he stipulates that the 
Allies must vest French sovereignty in a unified Fighting 
French movement. This statement of his position puts 
Admiral Robert out of court. He cannot serve Vichy and the 
Republic. It also throws into relief the large measure 0 
agreement between Generals Giraud and de Gaulle. There 
is between both of them and Admiral Robert a real differ- 
ence of principle such as does not now exist between the 
aims of their own two movements. It would, of course, 
be absurd to insist too rigidly on the logical inconsistencies 
of the Admiral’s attitude. After all, it is either an attempt 
to climb down gracefully, or an attempt to show bogus 
good will by imposing terms which he believes to be m- 
possible. If the Admiral wishes, at the eleventh hour, © 
insure his personal future, he will have to try again. 


* * x 


Reinstatement in Employment 


A recent case heard in the High Court revealed the 
extraordinary position that may arise from the operation 0! 
the Essential Work Order. A certain firm, Ultra Electric, 
Limited, applied successfully to the national service office! 
on May 18th last year for permission to dismiss seve" 
employees on the ground that there was no work for them. 
One of these employees appealed, under the terms of th 
Order, to a local appeal board, which recommended to the 
national service officer that she should be reinstated in the 
firm’s employment from August roth. The firm was give 
a direction to this effect. But when the employee present 
herself for work on that date, there was none available. She 
was told, however, that she would receive her wages, 4” 
she continued to receive them though she was never give? 
any work to do. The national service officer thereupe” 
preferred an information against the firm on the 
that it had not reinstated her in employment, 
magistrates dismissed it, and the High Court upheld the" 
decision. In giving judgment, Mr Justice Charles said that 
reinstatement in the circumstances of the order connoted 5 
putting back of a person, go far as was humanly possi. 
in the same position as he or she was when dismissed. 
disagreed with the idea that the giving of ¥° 


was not to have any consideration, for “ work ” - 
wages ” were closely linked up in the order. But | "" 
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quite clear that the firm in question had done all they 
<ould to give their employee work when she appeared on 
August roth ; consequently, although there was no work for 
ner to do, they had reinstated her. ‘The immediate interest 
of this case is that it has shown the fallibility of the Ministry 
of Labour’s local appeal boards. At a time when every pair 
of hands is wanted, one pair 1s allowed by the law to remain 
die though its owner is receiving wages of £2 12s. 3d. a 
week. But Mr Justice Charles enunciated some principles 
which should have a wider application. Reinstatement, “ so 
‘ar as humanly possibie, in the same position as he or she 
was when dismissed .. .” and the inseparability of work 
and wages—these, it is hoped, will eventually be the guiding 
orinciples of unemployment policy, disability benefits and 
workmen’s compensation. 


* * * 


Local Government Reform 


As the Government’s reconstruction plans are gradu- 
ally made known, it becomes more and more clear that 
the pre-war mistake of burdening local authorities with 
tasks for which they are unfitted still prevails. The health 
services, education, housing, town and country planning— 
in all these cases, it seems, the local authorities are to con- 
tinue to be the agents of the central government, although 
before the war many of them had shown themselves unable 
to carry the load, Central government must, of course, be 
administered locally. The question is, should it be ad- 
ministered by local branches of the central government or 
by the popularly elected local authorities, and, if the latter, 
how can they be fitted to do so? The Labour Party’s re- 
construction committee has no doubt that it is the popularly 
elected local authority system which must be preserved. It 
forms, says a report to be submitted to the party. conference, 
“an essential part of the framework of our democracy.” 
But the report is equally sure that it must be radically re- 
rganised. This reorganisation, it is proposed, should be 
oased on the now familiar device of regionalism, but a 
distinction is drawn between wartime regionalism, which is 
central government writ small, and the Labour Party’s own 
proposals, which would be local authority writ large. 
Briefly, the report suggests a regrouping of local govern- 
ment areas, mainly on the basis of the present county 
areas, but well-balanced with regard to industry, agri- 
culture, commerce and residence. Within each region there 
should be area authorities to administer purely local services 
—as an example of the division of function, it is suggested 
that hospitals and health centres, ambulances and the school 
medical service should belong to the region, while maternity 
and child welfare should belong to the area authority. It is 
strange that the committee seeks to preserve the old rating 
‘ystem, though admittedly drastically revised, and did not 
‘ven discuss other means of raising local revenue, such as a 
local income-tax. Indeed, the question of finance is crucial. 
No authority can have the virtues of independence unless 
thas independent sources of finance, which certainly can- 
not be derived from the rating system. But with the main 
dea underlying the administrative proposals, there will be 
general agreement, and it is worth noting that, in the only 
unt so far given of the Government’s policy for local 
covernment reform, the Minister of Health spoke of the 
need for larger local authority areas. What is essential is 


‘nat reform should come before reconstruction plans are 
‘ormulated, not after. 


* * * 


The Health Services 


tay The Labour party’s reconstruction committee has 
‘ollowed up its proposals for local government reform with 
4 scheme for a state medical service. Unlike the Govern- 
nw Fr has at least put first things first, for a pre- 
sch aon of its scheme for the health services, and of any 
vn © to be administered by the local authorities, is the 
on of local government. But the committee's report 
totes health services suffers from this sensible and logical 
about _ because so much has been written and said 
like ne in recent months that its recommendations read 
Curatiy ¢s. A health service that is preventive as well as 
€, comprehensive and open to all—such unexception- 

; Principles have been accepted by Government, doctors 
oe alike since the publication of the Beveridge 
iN the and even earlier. Nor is there anything really new 
central ~ posals for making these principles effective. A 
Ordin ealth authority, local health authorities, a CcO- 
ated hospital system, health centres and a specialist 


and consultant service—these, too, have a very familiar 
ring. But on a point which is still at issue among many 
of the health reformers, the Labour party has taken its 
stand, and that is on the question of doctors’ payments. It 
recommends that they should be full-time, salaried and 
pensionable state officials. They are, apparently, to be 
allocated where they are needed, and can be sent to Durham 
or the Rhondda Valley, rather than to Harley Street, if the 
authority so desires. How this squares with the freedom 
of choice of docter—and of patient—is not clear. Possibly 
the Labour party considers it unimportant, though it 
regards good doctoring as “a very individual business,” and 
states that patients should be abiz to change their doctors 
if dissatisfied. But it is just this question of how to square 
the socialisation of administration with extreme indivi- 
dualism in practice that makes it so difficult to plan the 
medical services. The one must be secured, the other must 
be preserved. But a complete answer to how it is to be 
done has not yet been given. 
* * * 
Debate in a Vacuum 


The debate in the Lords on Lord Cecil’s motion that 
the Government should outline more specifically its plans 
for the setting up of an international authority was an 
interesting review of the Government's earlier pronounce- 
ments, but it did not achieve the desired result. Lord Cecil 
and Lord Davies were undoubtedly led to raise the question 
by their concern over the lack of definition in almost all 
the official utterances on post-war co-operation. Lord 
Cranborne, save on one or two points, referred them back 
to the Prime Minister’s broadcast and to Mr Eden’s recent 
speeches—which is where they had started from. Several 
points were, however, underlined—the complete unanimity 
of all shades of political opinion on the need for inter- 
national organisation ; the Government’s determination to 
accept full responsibility for the functioning of an inter- 
national authority and not to enter it “lightheartedly ” as 
it did after the last war; the necessity of putting over- 
whelming force behind the international authority; the 
disarmament of the aggressors. Another point implicit in 
the Lords’ discussions was the difficulty of improving on 
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the League ideal, provided the Powers recognise, as they 
must, what Lord Cecil called “the strong desire of the 
nationalities “to be independent and not under the control 
of any other nationality.” A Confederation or League of 
Nations is the only conceivable form of international co- 
operation ; but, as Lord Samuel pointed out, this Con- 
federation could act through a great variety of international 
economic and social institutions—ILO, World Court, 
Clearing Union, Civil Aviation Corporation. This mixture 
of the political and the functional is undoubtedly the most 
promising and fruitful approach. It is all the greater pity 
that Lord Cranborne passed over it in his reply for the 
Government. The impression created by the debate was 
one of general but vague good will and a great deal of 
unsettled problems. 


* * *x 


War Pensions Again 


The Prime Minister’s refusal to move the appointment 
of a Select Committee of the House of Commons to con- 
sider war pensions has led Sir Ian Fraser to table the 
motion on his own account. He has the support so far of 
over 60 Members. Whether a Select Committee would be 
the best body to consider war pensions is debatable, but 
there can be no doubt that an independent investigation of 
the principles on which they are granted or refused would 
do much to dispel the feeling that the Government always 
tries “to do a man out of his pension.” Mr Churchill 
was hardly right when he said that the essential principles 
of the war pension system were not questioned. Over and 
over again the case has been raised in the House of the 
fighting man who was passed Al at his medical board, has 
served some months, and has then died, or been invalided 
out, without the grant of a pension to himself or his de- 
pendants because the disease was not held to be attributable 
to his war service. The principle of attributability is attacked 
almost as often as the amount of pension paid to those who 
do receive them, and it is attacked mainly from ignorance 
of the Government’s motives in adopting it. If, as can be 
accepted, those motives are sound, the publicity given to 
them by the investigations of a committee should be wel- 
come to the Ministry of Pensions, which is in the un- 
enviable position of fulfilling a public duty well, and re- 
ceiving from the public nothing but kicks. Cannot the 
public be told, for instance, that there is a certain number 
—it may well run to thousands—of pensioners from the last 
war who are treated—and treat themselves—as invalids for 
life, but who, if they had no pensions, might have redis- 
covered an active place in the community? Pensions are 
sometimes the cause of the infirmities they are intended to 
compensate. 
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Will you help to reduce the appalling loss 
of vital material caused by fire damage? 
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Milk Distribution 


As long ago as September, 1940, Lord Woolton invite 

the representatives of the milk distributive trade to g, 
“what further reductions in distribution expenses can be 
made by the trade on a voluntary basis.” A commit: 
under Lord Perry was set up and reported that “ the systen, 
of milk distribution employed in the greater part of th: 
trade is unnecessarily costly and elaborate.” The Com. 
mittee recommended a distributor’s allowance of 8d. per 
gallon, which would be adequate if distribution wer 
rationalised, and cited the example of certain provincial co- 
operative societies which operated with as low a margin a 
63d. This proposal evoked an outcry from certain sections 
of the trade, and Lord Woolton, bowing before the storm, 
rejected the Perry recommendation. Instead, after a detailed 
investigation into the costs of distribution, a structure oj 
margins, varying according to the services rendered by dis. 
tributors, was introduced in place of the old flat level. The 
scheme came into operation last October, and (as reported 
in The Economist of April roth) certain changes were intro- 
duced at the beginning of this month. Retailers now receive 
1o}d. in London and 9 5/6d. in the provinces ; there are 
extra margins for wholesale retailers, increasing according 
to their size, on the grounds of increasing costs. There 
has been considerable criticism of the Government’s dis- 
tribution policy. Recently, the Financial News wrote that 
its “ real weakness . . . is that it leaves the pre-war channels 
of distribution virtually intact without regard for efficiency.” 
The producers resent the disappearance of the level 
rate and the increased control that has passed into 
the hands of the distributors. In the House of Lords 
debate on April 1st, Lord Beaverbrook complained of the 
discrimination against the 80,000 producer-retailers in favour 
of the combines and co-operative societies—the 1,00 
“monsters ”—and Lord Perry said that the small man would 
be “frozen out of business.” The point of view of the 
“ monster ” was recently put by the chairman of the Express 
Dairy Company, which claims to operate the largest dairy 
business in the world. He pointed out that, whereas the 
producer’s price has been increased by tod. a gallon since 
the war, the distributor’s margin has remained stationary, in 
spite of greatly increased costs, and showed that his firm had 
already effected savings of over 25 per cent in manpowg and 

substantial reductions in transport costs. Rationalisation 0 
deliveries over the whole country is inevitably a slow bus- 
ness. The really important thing is that the ordinary con- 
sumer, who cannot be expected to understand the compli- 

cated formule of costs and margins, or to follow th 
milk distribution controversy, should reap the benefit 


of any savings which may be effected as a result o 
rationalisation. 
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I. You know «a 
match is out when 
you can do this. 





HOUSANDS of tons of foodstuffs 

completely destroyed, a ciothing fac- 
tory in flames, destroying hundreds of 
thousands of garments — fires like these 
are costing the nation £12,500,000 a year! 
More important than the money are the 
labour, the raw material and the shipping 
space which must be diverted from the 
war effort to replace the loss. 

And the facts are, undeniably, that 
most fires start from some little act of 
carelessness by a normally careful person. 
A match thrown away still smouldering, 


a cigarette end left burning, an electric 
iron left switched on—simple acts of care- 
lessness like these are slowing up produc- 
tion, as well as making tragic inroads into 
the nation’s reserve of materials. Will you 
help to stop it ? 

Be more than careful with lighted 
matches and cigarette. ends—be sure! 
Stub your cigarette ends till they’re right 


Out and never throw away a match or 


spill unless you know it’s out. Your hel ‘ 
everybody’s help is needed, to reduce the 
loss to the war effort by fire. 


Most fires are caused by catesu/ “Deople 


ISSUED AS PART OF THE FIRE OFFICES’ COMMITTEE CAMPAIGN AGAIN 
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April 24, 1943 


Women in Conference 


The important part played by women in the war effort 
gives exceptional interest to conferences such as those held 
jgst week-end by the TUC and the National Council of 
Women. Large numbers of women have entered industry, 
while the numbers occupying administrative posts in the 
civil service and engaged in the professions have increased 
enormously. At the’ end of 1941 there were 1.3 million 
women trade unionists ; to-day there must be at least 2 
million. The women trade unionists were mainly concerned 
with the position of women in industry and pressed for the 
maximum degree of mobilisation and the best possible 
standards and conditions for women workers. Such matters 
as recruitment for part-time work, day nurseries, communal 
feeding, shopping facilities, working hours and _ health 
and welfare in the factories bulked large in their discus- 
sion, but the most important topic was the question of 
remuneration. Agreements establishing the principle of 
“the rate for the job” have been concluded for some thirty 
trades, and the extension of the principle over the whole 
field of industry was called for, while the granting of equal 
compensation for civilian war injuries was welcomed as a 
step in the right direction. At the same time, the trade union 
women showed their readiness to accept the same responsi- 
bilities as men by emphatically rejecting a suggestion that 
working women with household duties should be exempted 
from fire-watching. Considerable attention was paid by both 
Conferences to the question of the post-war position of 
women. Mrs. Cerbett Ashby warned the National Council 
that forces were being set in motion to “ push women back 
to where they were before the war,” and Sir Walter Citrine 
said that there must be no return to the position that a 
woman was employed merely because she was cheaper 
than a man. After the last war, women gained equal suffrage 
with men, but not economic equality. After this war, women 
will undoubtedly demand economic equality. 


* * * 


Keeping Abreast 


Last November, Mr William McKinnell, chairman of 
the Building Societies’ Association, emphasised the social 


THE ECONOMIST 525 


value of a widespread home-ownership movement after the 
war. In his view, home-ownership is “a_ stabiliser, an 
essential feature of our fabric and a feature which it is most 
important should be retained and extended in the days to 
come.” In commenting on the speech, The Economist 
suggested that, from the standpoint of mobility, it might 
be dangerous to lay too much emphasis on this argument. 
In any case, large numbers of new houses will be needed 
to let in the years after the war if the poorer section of 
the community is to be provided with adequate housing 
accommodation. Mr McKinnell’s latest speech, delivered 
at the annual meeting of the South-Eastern Counties’ 
Association of Building Societies on April 14th, suggests 
that the movement has now realised that it will have to 
Operate in a different market after the war if it is to take 


a large share in the financing of new dwelling-house 
construction. 


We have accordingly informed the authorities that building 
societies will, in principle, be willing to assist considerably 
in the provision of mortgage facilities in respect of houses 
for letting, subject only to the satisfactory working out of 
details which are now under consideration. 


There is, indeed, no reason why the machinery of the 
building societies should not be used to assist in financing 
the large number of houses to let that will be needed. 


* * * 


Shorter Note 


General Sir Henry Maitland Wilson, Commander-in- 
Chief Middie East, spent the weekend in Ankara. It is 
known that he had talks with the Turkish General Staff 
which: covered the supply of Allied war material promised 
at Adana. In wartime, official visits provide a perpetual 
guessing game for the other side. But when allowance is 
made for bluff and double bluff, little can be deduced, and 
intuition provides the only short cut to knowledge. Gen- 
eral Maitland Wilson went to Turkey for the weekend ; 
because he wanted a change ; because the Turks wanted to 
see what a real Brass Hat looks like ; and—of course—in 
order to drag them into the war. 


AMERICAN SURVEY 





Wages and Manpower 


_ The interesting thing about the new powers of 
“treezing ” labour conferred on Mr McNutt by last week’s 
Executive Order is that they are designed primarily as an 
anti-inflation measure rather than as a method of improving 
the distribution of manpower. As such they are an indi- 
cation of the relative importance attached at present to the 
two problems in the United States. The President’s order 
teaffirmed the authority of the Manpower Commissioner 
‘o regulate hiring new workers at higher wages except 
where it would aid the prosecution of the war. New regu- 
‘ations now issued provide that while employers in essential 
industries may offer higher wages to attract workers from 
non-essential jobs, they may not take labour from _ other 
“sential industries without government consent. Employers 
i non-essential :ndustries are forbidden to tempt employees 
fom essential work with offers of higher pay. From the 
viewpoint of manpower policy, it is an advance that wages 
in non-essential industries should be kept down as against 
‘hose in war production, and that essential industries should 
‘tase pirating each other’s labour. But the order is largely 
oe nig in its effect. It prevents things from getting worse 
Ke than providing a sure and discriminating means of 
of ed them better. It will not, apparently, halt the flow 
sy from poorly-paid essential works to non-essential 
industrie, Where wage rates are already high. Non-essential 
dlity ma may still prey upon each other, with no responsi- 
effort ad making their labour contribution to the war 
the pBbeae there is no attempt to evaluate the claims of 
a — industries to the workers they already control 
In so Se they wish to attract from the reserve of labour. 

me mstances these claims are undoubtedly inflated 


and could with advantage be pared down. Nor is it clear 
how the policing of the order is to be made effective with- 
out a general registration of the working population. Much 
more than this will be needed if the United States is to 
have the means of placing every worker in the job most 
useful to the war effort. 


* x * 


The Labour Crisis 


While Mr McNutt has been interpreting the Presi- 
dential order, the labour organisations have been recon- 
sidering it. Their second thoughts are distinctly less favour- 
able than their first. When the President “froze ” wages at 
their present level, the union leaders explain, they assumed 
that the same exception in favour of wage increases “ to 
cofrect inequalities” would be made as has always been 
made to the so-called “Little Steel” formula, which pro- 
posed to tie wages to the cost of living. How large a breach 
this exception would make is shown by the fact that the 
War Labour Board, which interprets “ freezing ” to mean 
“freezing,” has promptly thrown out no less than 10,000 
petitions for wage increases. Both the AFL and the CIO 
are up in arms. In part their indignation is no doubt 
sincere ; but in part it is also, as always, due to their neces- 
sity to keep an eye on Mr John L. Lewis. Mr Lewis’s posi- 
tion is simple ; he never had any truck with “ Little Steel ” 
or any other formula, he is not a member of the War 
Labour Board, and he is determined, come what may, to get 
an increase of $2 a day for his miners, There is still more 
than a week to go before the zero hour of May Ist, and 
the compromise—if there is to be one—should not be 
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expected before the eleventh hour. But its nature is already 
being suggested. Wage rates could remain unaltered and 
the Executive Order be obeyed, and stfil the miners could 
secure a considerable increase in income if they were 
guaranteed 52 full weeks of work every year. Such a solu- 
tion might save faces all round ; but it would increase the 
average cost per ton of coal raised and a corresponding 
increase in the price could hardly be desired. The cos: oi 
stability is a vigilance which is not merely eternal but also 
proof against face-saving compromises. 


x * * 


1,200 Economists 


Twelve hundred leading economists can hardly be 
wrong, particularly when they agree, and when the subject 
of their agreement is the unimpeachable thesis that the 
reciprocal trade treaty programme is the “minimum basis 
of US post-war policy.” But they may easily be ineffective, 
as when a similarly impressive manifesto failed to prevent 
the enactment of the Hawley-Smoot Tariff in 1930. It is not 
yet certain that the Republicans will muster sufficient 
strength to force the Administration to compromise on the 
Bill to extend the present treaty-making powers, and 
their determination to treat the issue as one of strict party 
politics may have the effect of rallying the majority, but 
already the possible details of compromise have been 
reported, and they are far from reassuring. It is said that 
to “avoid controversy” the State Department might be 
willing to accept a renewal of the act for two, rather than 
three, years, with Congress granted the power to nullify 
any agreement within 60 days of its negotiation. The quid 
pro quo would be the right to reduce tariffs by 75 per cent 
rather than (as at present) by not more than §0 per cent 
of existing duties. It is already being pointed out in the 
American press that this would be tantamount to Congress 
writing its own trade treaties with the interested lobbies 
just outside the door. The permission to reduce duties by 
75 per cent would then be an empty gesture indeed. So 
much publicity has been given recently to the difficulties 
introduced into foreign policy by the need for Senatorial 
consent to treaties that it is hard to believe that the principle 
will be extended to trade negotiations. The value of the 
Trade Agreements programme has been much more as a 
symbol than in its actual success im drastically cutting 
tariffs. Disinterested critics are more concerned with the 
smallness of the concessions made than with the possibility 
that the State Department might embark on a brutal policy 
of selling American interests down the river. At the moment 
the symbolic nature of the programme is greater than ever. 
It seems to be agreed that a favourable decision by Con- 
gress will be viewed abroad as a vote of confidence in 
American internationalism after the war. This is an argu- 
ment which cuts both ways, however, and is not likely to 
persuade the isolationists to abandon their opposition. It 
certainly is to be regretted if the decision is to be made 
on party lines ; but it will be even more unfortunate if, 
as seems possible, it is used as just one more way of ex- 
pressing the determination of Congress to be independent 
and to curtail the authority of the Executive. 


* * * 


Hot Water at Hot Springs 


The decision to exclude the press—for all intents and 
purposes—from the food and refugee conferences has been 
understandably unpopular with that body. From the Herald 
Tribune to the less lofty Mirror there has been outraged 
protest that this constitutes an abridgment of the freedom 
of the press. Some slight modification of the President’s 
order apparently has been secured, but it does not go very 
far. Bermuda technically is a war zone to which only war 
correspondents are admitted and where censorship is easy, 
and at Hot Springs news of the conference’s discussions 
will be funnelled out to the newspapers through State 
Department handouts. The alarm of the press is due less 
to the arrangements for these particular conferences, at 
which, it is pointed out, the discussions will be largely 
technical, than to the fear that a precedent is being estab- 
lished which will apply to all other similar meetings and 
in particular to the peace conference. These suspicions are 
probably not altogether unfounded. For the Administration, 
it may be pointed out that, despite all his belief in “open 
covenants openly arrived at,” President Wilson limited the 
press coverage at the last Peace Conference. If the presence 
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of newspapermen constitutes a real hindrance to the work of 
the governments, it can hardly be denied that there jg : 
case for some abridgment of the very great press freedom 
enjoyed in the United States—a freedom which has no 
always been without its abuses. When this is said, however. 
there still sezms to have been some lack of skill in dealing 
with the situation. An unnecessary resentment has beep 
aroused, and the newspapers are now unlikely to rest untij 
they have overthrown—or at least undermined—the policy 
of exclusion. Moreover, more redoubtable suspicions haye 
been aroused: Senators have raised their voices in objection 
to the lack of any Congressional representation on the 
American delegations. Neither the Senate nor the press ;; 
very quick to draw a distinction between its own privileges 
and the general good, and an alliance of dudgeon between 
them might be very dangerous. 


x x * 


FSA Funeral 
The demise of the Farm Security Administration j; 
close at hand. The House has refused further appropri- 
ations, on the grounds that it stimulated “ collectivist trends 
in Soviet style on the farm front.” The action was taken 
by the House Appropriations Committee, but the voice js 
that of the Farm bloc, which has had its knife into the 
FSA for many months. The way the wind was blowing 
became clear with the resignation of Mr Parisius from the 
Department of Agriculture last January. He was in favour 
of extending the methods of Farm Security to increase 
production. These included, beside the provision of credit 
on very easy terms—‘ rehabilitation loans”—to small 
farmers who could otherwise not obtain funds, some inter- 
esting experiments in co-operative use of machinery, in- 
struction in better techniques cf farming, and close super- 
vision by full-time experts of the methods of FSA 
borrowers. More recently, FSA began a programme ot 
moving farmers from poor land, either to better farms oi 
their own or to jobs where they could make a greater 
contribution to the food goals. The particular sphere of 
influence of the FSA was in the South, and inevitably it 
became entangled in anti-negro prejudice and in the con- 
fusion between co-operation and collectivism. With the 
end of the FSA there disappears one more of the New 
eal’s agencies for assisting ‘he “ under-privileged.” 
Ostensibly, with so much farm prosperity, there is litte 
need for government aid to the small farmer. Actually, 
there is still a great need for improving agricultural methods 
and moving farm families to land where they will be able 
to provide a decent standard of living for themselves. 


* * * 


Dollar Devaluation Powers 


The fight on the President’s monetary powers has 
been joined before the Senate Banking Committee. Mr 
Morgenthau, appearing before the Committee, pleaded for 
an extension of the President’s powers as they stand, 
arguing that the authority to devalue the dollar could no 
be safely terminated until a satisfactory means was avail- 
able for assuring the stabilisation of appropriate exchange 
relations and for avoiding competitive currency depreciation 
in the critical post-war period. He gave an assurance that 
the President had no intention of exercising his devaluation 
authority unless it became necessary from a competitive 
standpoint. The Senate Committee was unmoved by this 
reasoning and eliminated the relevant clause from th 
Bill before it. The significance of this action must be sought 
in its attack on Presidential powers in general and not for 
any implied revelation of currency ideas current in Sena- 
torial circles. The Committee, on the other hand, gavé 
unanimous approval to a clause providing for a two-ye! 
extension of the Currency Stabilisation Fund. M 
Morgenthau, in his evidence, stated experience had revealed 
no better means of settling international balances than the 
shipment of gold. He instanced that during the fiscal yea 
1941-42 the Stabilisation Fund had sold $644 million % 
gold to foreign countries and bought $162 million. In the 
present fiscal year to date the corresponding amounts ha 
been $401 million and $27 million respectively. Thes 
figures illustrate the swing of gold away from the Unit 
States, which has also been reflected in the Federal Reserv 
statements. Mr Morgenthau stated that since its inceptio? 
in 1934 the Stabilisation Fund had made a net profit © $37 
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THE WORLD OVERSEAS 





Sweden : 


The 


Home Front. 


(By a Correspondent recently in Sweden) 


EUTRALITY can only be had at a price, it is paid for 
N by loss of control in many major matters of public policy 
and by a great deal of private uneasiness and frustration. 
However much it may be the obvious, the rational, the ex- 
pedient policy, a nation in adopting it slips into a back- 
water of history in which the only disturbances are the re- 
flection—sometimes violent—of great events in the world 
outside. Hitherto, the Swedes have not been too uncom- 
fortably conscious of their isolation, because they have 
had to meet and overcome formidable difficulties in the 
economic field, and because they have maintained vigorously 
and against impressive odds their faith in and practice of the 
democratic way of life. Now, however, that the tide of war is 
turning towards en Allied victory, and nations are beginning 
to think about and prepare for the post-war world, many of 
the Swedes are unhappy about their position. They are 
justly proud of having safeguarded their pre-war stable 
economic standards and profoundly civilised political 
system, but they are doubtful whether safeguarding is 
enough. Sweden was a pioneer in democratic practice before 
the war. By missing the agonising but toughening experience 
of resistance, many fear that their nation may have lost its 
power to contribute to the further development of free 
society. They recognise that this risk is the price of their 
neutrality. 

These misgivings are comparatively recent. In the tense 
days of 1940 and during the indeterminate fighting of 1941 
and 1942, the Swedes were absorbed in the struggle to adapt 
themselves to shifting world conditions. The war and the 
blockade and Hitler’s new order gave them extremely diffi- 
cult economic problems to solve. For many of the most 
direct necessities of consumption—fodder, fertilisers, a wide 
range of foodstuffs, fuel, oil and coal—they were dependent 
on markets which were now cut off. The loss of fodder 
meant a wholesale slaughter of livestock. In 1938, Sweden 
exported over 13,000 tons of pork and bacon. Now there is 
virtually none even for consumption at home. Stringent 
rationing—more stringent than in this country—was intro- 
duced. Fats, cream, meat, eggs, cheese and tea, and a number 
of goods such as dried fruits, nuts and spices, some of 
which are on points in Britain, are all rationed. The flour 
and bread ration is small, and covers macaroni as well. 
Coffee and cocoa are rationed. Coupons have to be given up 
for meals in restaurants. The ration for soap and cleaning 
materials is exceedingly meagre. Tobacco is rationed. Fuel 
's rationed—in Stockholm this winter, private houses had 
two periods of hot water, four days at Christmas and again 
four days before Easter. There is no petrol at all. 

the structure of rationing is built up in Sweden as in 
Britain on a firm foundation of guaranteed prices and sub- 
sidies to farmers. Some Swedes complain that although basic 
foodstuffs are well distributed, the pressure on the prices of 
all uncontrolled foodstuffs is so great that the poorer 
People have little chance of supplementing their rations. The 
Price of some commodities bears this out. Rabbits were 
finally controlled at ros. a rabbit. Fowls, fruit, fish are 

‘yond the more slender pockets. The authorities have 
'tled to even out this disparity by a system of rebate cards 
which enables people below a certain income to pay less— 
sometimes half price—for their rations. Supplementary cards 
have also been issued this year to guarantee extra supplies 
‘© people with small incomes. Heavy manual work also en- 
titles the workers to extra food. On the whole, the rationing 
‘ystem works fairly and efficiently, and compares very 
avourably with conditions in other neutral countries. Suc- 
cessful rationing is in some ways a test of social and political 
maturity. The Swedish people have survived it well. 

ey have also turned with great energy and ingenuity 
‘© maintaining their industry and their agriculture in the 
teeth of the “new order.” Apart from the small extra- 
Uropean trade carried on until quite recently under guar- 


antees from both belligerents—the Gothenburg safe-con- 
duct traffic which the Germans have now refused to sanc- 
tion—the greater part of Sweden’s foreign trade (about 65 
per cent) is with Europe. This does not, however, mean 
that Sweden’s trade with non-European countries has been 
diverted to the Axis; it has ceased to be. Axis Europe 
cannot meet all Sweden’s needs and other trade simply 
lapsed. Before the war, Sweden imported over 7 million 
tons of coal and coke and over 700 million litres of petrol. 
Germany is struggling to meet its coal obligations in return 
for Swedish ore, and deliveries are said to be better this 
year than last; but only a fraction of Sweden’s need is 
covered. 

The Swedish answer to this emergency is wood, The 
Swedes build in wood, warm themselves with wood, make 
motor spirit from wood, feed their cattle on wood, make 
their textiles of wood, their towels and table cloths and 
bandages and mattress covers from wood, their soap and 
vinegar and turpentine and tar from wood, and now even 
“meat” for human consumption from wood. Since the 
beginning of the war, the production of fuel has risen from 
7 to 50 million cubic metres. Further cutting will injure the 
forests. The other limiting factor is manpower. They have 
drafted thousands of workers into the wood industry and 
most of the 10,000 Norwegian refugees who are waiting 
to get away and fight are working for the time being in 
lumber camps. Bur the Swedes have discovered with all 
the other experimenters in ersatz that manpower is in 
the long run the scarcest raw material. 

Part of this new industrial activity will be maintained. 
Producer gas for cars is still dirty and a great nuisance and 
very unsightly too—cars travel about with a sort of witch’s 
cauldron attached to the back—but experiments are improv- 
ing the quality and it may be a competitive proposition 
before the end of the war. The developments in artificial 
textiles will certainly be carried on. Other experiments 
which may be lasting are coke from peat, rubber from dan- 
delion seed, forbolin (a sort of linoleum) made from wood 
products. Swedish industry has also set about making all 
kinds of instruments and machines which were formerly 
imported. The Government has financed a large proportion 
of the new ventures and, in spite of shortages and gaps, 
Sweden to-day is a remarkably busy and relatively pros- 
perous community. There is no doubt about the energy and 
foresight—both public and private—with which a function- 
ing economy has been maintained against very difficult 
odds. 

Political problems have so far been less troublesome than 
the economic changes imposed by the war. True, Sweden 
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has become entirely cut off from the free world ; but the 
country has much solid democratic capital to live on, and 
even if, as many Swedes maintain, the period has been one 
of disinvestment, the democratic framework of society has 
been competently preserved. The coalition of Social Demo- 
crats, Liberals, Conservatives and Agrarians which was 
formed at the end of 1939 still commands the full support 
of the people, and, though with some restiveness, of its 
component parties. The Coalition Government, under Hr. 
Hansson, is unsensational and rather given to Baldwinism. 
It tends to be over-paternal in its treatment of Swedish 
public opinion, am attitude which people find galling. 
Popular discussion is discouraged on the lines of “If only 
you knew the full facts,” and “ My lips are sealed.” This 
example from the Sozial Demokraten of April 7th gives 
exactly the tone—the matter under discussion here is the 
transit of German soldiers to Norway: 


When the Government has taken a step, and has pursued 
its policy, it has had in mind Sweden’s own vital interests, 
present and future. Under the weight of its immense 
responsibility, it has had to weigh different views and con- 
siderations against each other, before reaching a decision. 
This will be so in the future. Many important decisions will 
be taken by. the Government during the next few months, 
decisions which may be of the greatest importance to the 
whole nation, but it cannot be thought wise to seek to 
influence or accelerate developments by a propaganda whicb 
if driven to -its conclusion, .can endanger the vital interests 
of the working class and the nation as a whole. 


This solid, if uninspiring, government has at no time been 
in any danger of overthrow by parties outside the coalition. 
In spite of German pressure and the “triumph” of the 
new order, Nazism has been so insignificant in Sweden 
that it is hardly worth mentioning. It made a little headway 
perhaps among the farmers in the south of Sweden ; and a 
few officers in the Army and a few officials in the police 
were influenced by Nazi ideas. But in comparison with the 
band wagon ride into fascism in other European countries, 
Sweden’s record is remarkable. The Communist Party has 
slightly increased its vote in recent years—50,000 at the 
outbreak of war—100,000 in 1940, 170,000 in the municipal 
elections of 1942—but this is due to the fact that, given a 
Coalition Government, the Communists are the only party 
in Opposition and pick up a lot of disgruntled votes in this 
way. The 1942 figure was largely due to a split in the 
Social Democrat ranks. The leader of the extreme Left 
Wing (or Socialist party) suddenly joined the Nazis. None 
of his followers went after him. His party, 50,000 strong. 
stayed homeless for a time, then joined the Communists. 
The incident is typical of Nazism’s insignificant influence. 

If the coalition is in any danger, it is only from within. 
Now, in the fourth year of the war, there are signs of real 
discontent. The Conservatives are worried lest, in co-operat- 
ing with the Social Democrats, they find themselves in- 
volved in actions which compromise them with their own 
followers. The, Communists are a case in point. The 
“transport ban” (which is virtually a complete ban on 
distribution) on two communist papers was raised this 
March. The Conservative members of the coalition were 
very perturbed. Some of them, under the leadership of 
Hr. Bagge, now advocate the end of the coalition and the 
formation of a parliamentary opposition. The Conservatives 
share with the Agrarians the feeling that the industrial 











NOTICE TO LIFE POLICYHOLDERS 





The Directors of the COMMERCIAL UNION 
ASSURANCE COMPANY, LIMITED, announce that 
after making substantial provision out of the surplus dis- 
closed by the quinquennial Valuation of the Life Fund 
as at 31st December 1942 to cover extra wartime mortality 
| and other ope nig oy amy’ have been allotted to 
| participating policies in respect of the five yéars endi 
| on that date. The Bonuses, which are allotted in respect 
| Of the premiums paid during the five years, are 

(i) For policies effected before 1st January 1940, at 

approximately four-sevenths of the rates declared 
for similar policies at the 1937 Distribution ; and 


(ii) For policies effected 1st January 1940 and later, at 
the rate of £1 5s. per annum per £100 sum assured. 


Policyholders will be notified as to their Bonu 

before the next renewal date of their policies a “ the 
meantime, on account of staff shortage and other difficulties 
are most earnestly requested only to communicate with the 
Company on the subject for some exceptional reason. 























workers are being “ pampered.” The rebate system for poo; 
families is denounced as an “inflationary measure.” Th, 
farmers, who are the backbone of the Agrarian party, com. 
plain that the agricultural subsidies are too small and tha 
the Social Democrats are sacrificing the land workers, 

The Social Democrats themselves are divided. Since they 
have an absolute majority in the Riksdag, the dissolution of 
the Coalition would not put them out of office. Hr. Hansson 
the Prime Minister, like some Labour leaders in Britain, 
would probably prefer a perpetual coalition ; but younger 
members of the party are restive. 

Finally, through all parties is working the ferment of 
frustration bred of Sweden’s safe but not particularly noble 
position in the war. Some admit their dissatisfaction. Some 
do not. But all feel it. Right through all the Coalition 
parties runs a dividing line which really creates a Gover. 
ment party and an opposition party, both within the Coalj- 
tion. The dividing line is foreign policy. Shall Sweden 
at this stage move from neutrality to non-belligerency, 
having first put its neutrality in order by stopping the most 
serious infringement of it—the transit traffic? This question 
divides every party. It will be the dominant issue throughout 
the coming months. 


Canada’s Budget 


[FROM OUR OTTAWA CORRESPONDENT] 


March sth 

Canapa’s Budget for 1943 contained the assumption 
that the practical limit has been reached in taxation, for 
though it provided for $136,200,000 more revenue than 
in the previous year, the tax imcreases anticipated by 
Mr Iisley will be derived mainly from greater yields, 
without a change of rates, and from the technical advan- 
tages of the transfer to a complete pay-as-you-earn basis 
of income tax payments. Relatively modest increases on 
liquor, cigarettes, cigars and tobacco, and an increase in 
the postal rate for letters from three to four cents, will 
produce nearly $50 million annually. These increases were 
modest only in terms of war budgets, not of peacetime 
taxation. Income tax changes will bring in $90 million more, 
without any variation of rates, and the same factors will 
produce an added $15 million in compulsory savings, or 
refundable income tax. 

These estimates of increased revenue seemed even more 
modest when considered in the light of Budget require- 
ments, which will be $1,000 million more than in 1942-43. 
Mr Ilsley’s Budget speech dwelt at length on the necessity 
of curtailing civilian consumption in order to create public 
savings which the Treasury could borrow. Success of the 
borrowing programme, he said, would be in the hands of 
the people themselves. “The programme which I recom- 
mend,” he said, “is briefly and simply this, that each man 
and woman in this country should limit personal and busi- 
ness expenditures so that provision can be made for 
$5,500 million for the purposes of war and the ordinary 
conduct of government ; that we should contribute $2,752 
million through the taxes now in force and the additional 


_ Tates which I have recommended and that we should lend 


an additional $2,748 million.” 

Actual war expenditures in the past year, including 
$1,000 million under the United Kingdom Financing Act 
and $200 million for the purchase of British interests in 
Canadian war plants, were $3,803 million. Civil expendi- 
tures brought the total expenditure to $4,470 million. The 
new Budget provided for the following expenditure :— 


($ millions) 


I ee a 3,890 
a RB ea, 8 ae Me tik 610 
ses Sie 1,000 

5,500 


Revision of estimates of Canadian national income has 
not been completed. Mr Isley said that the Budget expendi- 
tures proposed for 1943-44 would be more than half the 
gross national production. In earlier debates in Parliament 
he noted, the Government had been confronted with 
suggestions that the Canadian people were being asked ' 
contribute too much in proportion to the national income. 
The evidence, he replied, was pretty clear that the averast 
Canadian had suffered only a moderate decline from th 
peak of wartime consumption, along with some incom 
veniences in shopping and travel. 
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Unprecedented Saving 


Provision of half the budgetary expenditures through 

ublic borrowing would involve unprecedented savings on 
the part of the Canadian people, savings of about $250 a 
person. It could probably be achieved only through the 
rapid extension of rationing as a means of curtailing civilian 
consumption. This may, of course, be the intention, though 
the Budget speech left the matter obscure. Instead, the tenor 
of Mr Ilsley’s argument was that chief reliance will be 
placed on redoubled efforts to mobilise savings by voluntary 
subscription drives. The difficulties of rationing have proved 
immense, in the cases where it has been imposed. 

The experience of 1942 with regard to public borrowing 
was not encouraging. In a budget of approximately 
$4.5 billion, the deficit was $2,261 million. To meet this, 
borrowings from the public amounted to $1,070 million. 
One factor was that a Victory Loan drive had been carried 
out just before the fiscal year started, providing the Treasury 
with funds in hand. Only one loan campaign was conducted 
during the fiscal year. In the coming year, two big loan 
campaigns will be conducted. But, to meet Budget require- 
ments in 1942, the Canadian Government had resort to 
bank borrowings of $893 million net, of which $790 million 
were borrowed from the chartered banks. Since the public 
held considerable savings in cash, this was not entirely 
dangerous borrowing. But it was, as Mr Isley said, borrow- 


| ing that he would rather not have done. It was borrowing, 


moreover, that could be expected to be liquidated, in part 
at least, from the proceeds of future public borrowings. 
Still, the Budget speech went on :— 


The purchasing power in the hands of the public is 
already excessive in relation to what there is available to 
buy and appears likely to grow more excessive. In short, 
we find that the forces making for inflation are present on a 
large scale. The pressure is held in check only by the rigour 
of our existing taxation, by the willingness of Canadians to 


save On an unprecedented scale, and by our price control and 
wage control. 


Politically, the 1943 Budget encountered two viewpoints 
that tended to cancel each other out. On one side was the 
view that Canadians were already paying the limit in 
taxation, that taxation as an instrument was too blunt to 
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use more drastically, or even, as one French Canadian 
member had said, the country was going to run out of 
money. On the other side, it was inevitable that the Budget 
would. be criticised for not adopting a greater measure of 
taxation and compulsory savings. The Government’s attitude 
was that in Canada taxes are heavy in comparison with 
other countries at war, and that serious barriers exist, both 
in equity and administration, to substantial increases in 
income taxes. 

As from April Ist, income taxes will be heavier, because 
existing rates allow for deductions made in 1942 for the 
national defence tax, abandoned in August. This deduction, 
combined with deductions at source of the income tax, 
started in September, mean that, except in higher brackets, 
about half the 1942 income tax has already been collected. 
The taxpayer will be compelled to pay only half the 1942 
income, in the transition to full current basis of payment. 
The result is that deduction at full rate will start in April, 
rather than next September, and this will account for most 
of the increase. 

To avoid a sharp widening of the inflationary gap created 
by bank borrowings, the voluntary mobilisation of public 
savings will have to be carried to extremes not hitherto 
contemplated. That is the Treasury’s chief problem for 
1943. 
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WEST RAND CONSOLIDATED MINES, LTD. 


(Incorporated in the Union of South Africa.) 














CAPITAL (Registered and Issued) £2,150,000 
in 4,250,000 Ordinary Shares of 10s. each and 25,000 Deferred Shares of £1 each. 
DIRECTORS. : 
SIR GEORGE W. ALBU, Bart. (Chairman). T. SHEARER. C. 8. McLEAN, 
DR. HANS PIROW. J. FRIEDLANDER, C, 8. GOLDMAN. 
V. J. RONKETTI. ERROLL G. HAY. Ss. C. BLACK, 
EXTRACT OF ANNUAL REPORT TO DECEMBER 31. 1942. 
Tons crushed _... ve = 2,777,000 
Yield (3.704 dwt. per ton) 514,353 fine _ 
: 570 
Working revenue (31.12s. per ton) ... £4,320, 
Working costs 18.19s. per ton) 2,525,763 


£1,794,807 
109,939 


Working profit (12.93s. per ton) 
Sundry Revenue : ea hes 


Less Interest on Fixed Loan from General Mining & Finance Corporation Ltd. 25,000 
1,879,746 
2 

Credit Balance brought forward from 1941 68,35 


Total Available Profit £1 ,948,098 





Appropriated as follows: — 
Capital Expenditure 





For year... se vee ns ue 470008 
Repayment on account of Fixed Loan 100,000 ‘iinet 
Miners’ Phthisis—Provision on account of outstanding Liability tors 
Taxation (including additional for 1941, £6,990) —_ aes ‘ . 
Ordinary Dividends Nos. 22 and 23, totalling 224%, as — ein hp 
Deferred Dividends Nos, 13 and-14, totalling £6 78, 6d, per : 159,375 Pere 
47,971 
Unappropriated profit carried forward ... 47,97 
£1,948,098 
ORE RESERVE.—The fully developed ore reserve, 25 recalculated at December 31, 1942, amounted to 9,767,000 tons or an 


average value of 4.3 dwt, over 46 inches. (1941: 10,600,000 tons at 4.3 dwt. over 45 inches.) 





Ce . om 7 a chester yuse troad Street, 
Copies of the full Report and Accounts may be obtained from the London Secretary, 170, Winchester House, Old Broac 
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Germany at War 


The Agricultural Outlook 


HERE is no acute crisis in Germany’s agriculture this 
T spring such as existed last year, when serious winter 
damage led to drastic reductions in food rations and called 
for an extraordinary effort by the peasants and farmers. 
Last autumn, the food rations were partly restored, but it 
was necessary to reduce the quality of the bread, which 
provides the largest part of the German diet, by the use of 
barley, that typical feeding stuff, as bread grain. It is said 
to-day that, in the spring of 1942, roughly 7} million acres 
were successfully resown during an unusually short sowing 
period. The rye, wheat and oilseed harvest failed. Root 
crops, particularly potatoes, seem to have yielded a good 
average. Most of the food rations could only be maintained 
by diverting to human consumption, in addition to barley, 
considerable quantities of potatoes normally used for fatten- 
ing pigs. It is estimated that the population consumed from 
30 to 32 million tons of potatoes, compared with some 14 
million tons in 1938. A similar increase was reported in the 
consumption of vegetables, whereas the available supplies 
of fats and meat decreased from the previous season. During 
1941 and 1942, there were heavy reductions in the numbers 
of pigs and poultry, and at the end of 1942 inroads were 
made on the cattle stocks. This year, there will be a further 
slaughter of cattle, because of the failure of the oilseed 
crop. The food supply situation as a whole could only be 
saved by the so-called “battle of deliveries,” which was 
enforced by a big cut in the rations allowed to the peasants. 
“Homestead Controllers” were appointed to inspect the 
peasant’s stock of foodstuffs at regular intervals. 

The main features of the cultivation and production plan 
for last autumn and this spring shows very clearly how 
Germany’s agriculture has deteriorated. It aims at restoring 
the normal acreage under bread cereals ; at maximum yields 
in root crops and vegetables ; a record acreage for oilseeds ; 
increased deliveries of milk; and the restoration of the 
pig population. For years now, these annual cultivation 
plans have shifted in emphasis from one crop to another. 
Even before the war, German agriculture had already 
reached the limit of intensification, in spite of a greater use 
of fertilisers and machinery. It was hoped to maintain out- 
put in general. Events showed that this is not possible and 
that unfavourable weather conditions create an acute crisis 
in cultivation as well as in the supply of foodstuffs. 

Crop by crop, there has been a similar difficulty every 
season since the war began. The tremendous war stocks, 
and the requisitioning of foodstuffs in occupied countries. 
concealed the deterioration during the first two years of th. 
war. Since the beginning of 1941, imports from the south- 
eastern countries have been disappointing, and the surpluses 
produced in Denmark and Holland, which depended largely 
on imported raw materials, dried up. In 1942, even the 
supplies from French North Africa were lost. The most 
important supply countries for Germany at present are the 
incorporated Polish provinces .and the Protectorate of 
Bohemia and Moravia. There were great hopes that the 
Don and Kuban territories would close the so-called fat 
gap. But these territories have been lost again. Reports on 
agricultural activities in the Ukraine and other occupied 
Russian provinces are contradictory. It seems that Germany 
concentrated labour and machinery in certain favourable 
districts, where production has been restored for the 
purpose of supplying the troops. Even the most ruthless 
method of requisitioning foodstuffs in occupied countries 
cannot alter the fact that Germany must supply by far the 
greatest part of its food requirements from its own soil. 

Last autumn, the German press made the startling state- 
ment that the labour situation had been solved and that the 
total labour force employed in agriculture actually exceeded 
by one million the labour available in the last year before the 
war. The number of foreign civilians was estimated at that 
time at 2} millions. Prisoners of war and civilians may have 
numbered at least 4} millions. During the winter months 
part of this labour force was transferred to war industries. 
and, since the beginning of the spring season, the German 
press has been silent on the agricultural labour situation 
It may be assumed that, under the rigid production 
plans, as well as in the peculiar conditions af 
German peasant farming, agriculture is actually saturated 


with labour. At the same time, the productivity of the new 
labour force seems to be low. There are extremely fey 
draught animals, for which milch cows have to be Widely 
substituted, The ambitious plan of converting the tracton 
still available to the use of generator gas could not , 
carried out, and it can be assumed that the reduced petro! 
and diesel oil rations prohibit the full use of tractoy 
Deliveries of new agricultural machinery have been q; 
down, and for each new machine an old one must be give 
in return. The supply of fertilisers is smaller than dur; 

last year. Once again, the Reichsnaehrstand is conducting 2 
campaign for the pooling of machinery and for neighbourly 
help. 


The Spring Plan 


The spring plan demands a more intensive preparation 
of the soil as a compensation for smaller supplies 9 
fertilisers, and the general rule is to expand spring sowing: 
The main concern of the cultivation programme this spring 
is to provide for early harvests. This is particularly notice. 
able in the potato plan. The acreage under early potatoes :s 
to be extended, which makes it necessary to reduce the 
acreage for later varieties. Current production is hardly 
sufficient to cover demand on the basis of the presen: 
rations. There are no longer sufficient stocks for the month; 
before the new harvest, and the cultivation of early varieties 
must be expanded in order to guarantee supplies in the 
inter-harvest period. Last year’s reduction in food ration: 
during these months can hardly be repeated this year for 
political reasons. A similar policy has been introduced in 
the cultivation of early vegetables. 

If German agriculture could concentrate on the suppl 
of foodstuffs, the situation would perhaps still be manage- 
able. Industrial and technical demands on the agricultura 
output are, however, growing out of all proportion to pro- 
duction. During the coming season, greater quantities o 
potatoes must be diverted to the production of alcohol for 
motor fuel. The strained supply situation in high-quality 
lubricating oils makes it necessary to use more vegetable 
oils. Flax and hemp cultivation must also be expanded to 
increase the supply of fibres for industrial uses. The attempt 
to expand industrial crops and all kinds of oilseeds is thus 
intended to serve two purposes—an increased supply ©: 
textile fibres as well as fats. 

The crucial part of this year’s agricultural plan is the 
restoration of the number of pigs. The success of the plan 
depends on a root crop harvest that has to be above average. 
By considerable price increases for older pigs and long- 
term fattening agreements, pig breeders are encouraged t 
maintain their stocks of sows and young pigs on the chance 
of greater supplies of feeding stuffs in the autumn. If the 
harvest of root crops is only an average one, the plan wil 
have miscarried, but it is argued that, in that event, th 
young pigs can easily be slaughtered. The main part of the 
feeding stuffs is to be obtained from the sugar beet crop. 
Growers will again receive a premium on the crop, and the 
yield exceeding the delivery quota can be retained as feed: 
ing stuffs. Special machines will also be supplied for com 
verting sugar-beet into feeding stuffs. The extraordinarily 
narrow margin that is left to German agriculture is agai 
shown by the fact that an expansion in the cultivation 
sugar beet may be accompanied by a reduction in 
acreage under swedes, mangolds and similar feeding roots. 

If there is no increase in the pig population, Germanys 
fat situation will become critical in the winter of 1943-44 
At present, roughly 50 per cent of its fat supplies come 
from the milk production. Even before the war, pig fat 000: 
stituted one-third of total supplies. The production o 
vegetable oils is limited, and imports from south-caste™ 
countries or occupied Russian provinces are far behind ¢* 
pectations. The most sanguine hope is that the inevitable 
decline in the production of milk will be compensated by 2 
increase in pig fat if the root crop is favourable. Planning 
and control of deliveries have reached the highest pitch. 
Almost all agricultural products now receive special Pre 
miums, and for a wide range of products premiums in k” 
are paid. Deliveries above the quota in sugar beets mea? 
increased sugar rations for the grower, and flax surplus: 
entitle him to linen goods free of coupons. In short, ec 
entire agricultural production is subsidised for the sake 
maintaining the stop prices of 1936. Yet, the financial sit 
tion of the peasants has hardly improved, and the ac 
output is no longer sufficient for the official food rations: 
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THE BUSINESS WORLD 





This list by no means exhausts all possible variations on 


the! theme of business valuation. There is the “capital 
expended” basis, the “issued capital-cum-debts” basis, 
and the “ market capitalisation” figure, arrived at by multi- 
plying the nominal value of the shares in issue by their 
market price. There is no agreement between pundits on 
which of all these methods is the right one, in absolute 
terms. Which basis is adopted in any particular case seems 
10 depend on the circumstances and, particularly, on the 
relative strength of buyers and sellers. Where one of the 
parties is not a free agent—a condition which may obtain 
when the buyer is the State—delicate questions arise and 
it is fortunate, perhaps, that more or less forced sales of large 
company undertakings, lock, stock .and barrel, have up to 
now been relatively infrequent events. But the problem of 
valuing a concern, in terms of its past record, present condi- 
ton and future prospects, comes up every time an investor 
buys or sells a share on the Stock Exchange. It is highly 
important, therefore, that the principles underlying that 
species of valuation should be clearly understood. The 
“willing buyer and willing seller” idea does not really 
take us very far. The Stock Exchange is a free market, and 
in the absence of evidence to the contrary we may assume 
that if business was done in Imperial Chemical Industries 


{1 ordinary at 38s. 9d. on April 20, 1943, force majeure 
was absent when the two parties reached agreement on this 


figure. But each must have had some idea in his mind of 


the worth of what he was buying or selling, and how did 


he reach it? 


The generally accepted reasoning, on which, consciously 
‘f unconsciously, thousands of investors act every day, 


Investors and Break-Up Values 


R various reasons, a good deal has been heard lately 
about the different methods of valuing businesses when 
their ownership changes hands. ‘The ex-proprietors of Short 
Brothers, a public company, have had their shares vested 
in the Government, for a consideration which is to be based 
on the prices between a willing buyer and a willing seller 
on a given day. The London and Home Counties Joint 
Electricity Authority recently suggested that electricity 
companies in its area should pass into public ownership on 
the basis, broadly, of net tangible asset values. Accountants 
are familiar with the concept of valuing a business “on a 
going concern basis.” And investors, who every day buy 
and sell fractions of businesses through the Stock Exchange, 
are not infrequently reminded by their professional advisers 
of a quantity known as the “break-up value” of a business, 
with which the market value of its shares is often contrasted. 


involves the breaking down of the price into two elements— 
interest and risk. By investing his money in long-dated 
Government stock, an investor could have obtained an 
“income yield” of, say, 3 per cent. Since the last dividend 
paid by ICI was 8 per cent, the prospective “income 
yield” on £1 of stock bought at 38s. 9d. is 4.13 per cent. 
The difference measures the margin demanded and accepted 
for the risk that the ICI dividend may not be paid at an 
unchanged 8 per cent for all time. Any change in the price 
of ICI ordinary stock, therefore, is bound to be the 
result of a change in pure interest rates, or in the 
dividend-paying prospects of ICI, or in both, or the 
estimate made of them by those who buy or sell the 
company’s stock. 

There are two points about this, the generally accepted 
line of argument, which deserve special note. It bases 
everything on the process of capitalising income, and it 
assumes the continuance of a company as an income- 
producing organism. Both conditions hold in the numerous 
variants of the idea, such as the “earnings yield ” basis, 
which takes account of any difference between profits 
actually made and those distributed as dividends. This 
amounts, however, to no more than an attempt to evaluate 
a single one of the unknowns on the “risk” side of the 
equation—namely that the discrepancy between earnings 
and dividends may, directly or indirectly, cause a change 
in dividends at some future time. But investors are some- 
times urged by their advisers, professional and otherwise, 
to adopt a radically different method of valuation, based 
on “break-up values.” Here, income does not enter, 
avowedly, into the question at all. Surplus liquid assets— 
cash, marketable securities, debtors, and (generally) stock- 
in-trade, less creditors and near future liabilities such as 
taxation—are valued. To them is added the balance sheet 
total of fixed assets like land, buildings, plant, machinery, 
less depreciation and specific reserves—with goodwill as a 
doubtful and rather controversial item. From the resulting 
figure* of “net worth,” the amount of debenture and 
preference stocks is deducted (on the basis of value in a 
liquidation, which in the majority of cases is par). The 
difference, divided by the amount of ordinary stock in 
issue, gives the “ break-up value” per £1 ordinary. If the 
market price is lower than the “ break-up” price, that is 
regarded as evidence, in its way, that the stock is “ cheap.” 
The opposite should apply where the market value exceeds 
the break-up value, but that consideration, in practice, is 
much less often urged. 





Surtaulds 
BadS. Ship... 
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* Consolidated Balance Sheet. 


»d Assets 
Net (less 

Liquid Liabilities 

Assets and Speciti 
Reserves 
(£000) (£000) 
" 1939 1,893 7,652 
Pai eek a ke wees Sept. sof 1942 1.906 7,442 
' : f 1933 12,153 29,131 
seein bee 2 ase Dec. 314 1942 41.371 10,409 
1939 131 13,691 
Dec. 31{ 1941 3456 10678 
* 5.040 8,166 
(ah tes dwhwredey oas<s Mar. 31 { i942 61842 8,501 
£1939 20,791 72,896 
tts & Wnth eee 2.08 Dec. 314 1941 19,959 74,903 
. Dr. 480 19,860 
J PS ans ae Sept. 30 ae 7,439 11,421 
888 983 
Peat eet cn bask des Dee sf 3341 | 675 


Debentures Book Amount Break-up Present 





(ifany) and | Valueof | of Value per /1 Price of | a 
Preference Ordinary Ordinary Ordinary £1 Ord is 
l ep ." 
(£000) | (£000) | (£000) a a 9 
5,183 | 4,362 | a Soi ee | . 
5,060 | 4,288 | 2.236 33 43 [sf 261 |; = 
j | 
8,000 33,284 24,000 | 27 9 |\ gg og | 3-015 
8,000 43,780 24,000 we € aj ‘ | ‘ 2 
7,484 6,338 sto | 29 TL i. 
7,484 | 6,648 5,570 2311 {f | 
3,600 | 9,606 4198 | 45 9 | 5 | 3.955 
5630 | 9,713 a Ye 95 
28,619 |; 65,068 | 50,402 | 2510 (\ o t- em 
28,545 | 66,317 | 50,402 ear | 2 
10,048 0,332 4593 | 40 8 |X 3 12 
Q'856t | 9,004 4/593 A ND ed TO. 
Nil 1,871 | 1,132 352 Th weg 3-902 
Nil | 11850 lis | 327 | 


* Including Preferred Stock. 
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How does the “break-up” method work out in actual 
experience? The table on page 531 applies the method to 
the figures of seven companies in a variety of industries, 
before the war and at the latest possible date. 

The table shows that, contrary to widespread belief, the 
break-up value of the shares of these fairly representative 
companies has changed comparatively little since the war. 
On the whole, liquid assets are somewhat higher and fixed 
assets somewhat lower than in pre-war days, but, where 
these changes are at all well marked, there is usually a 
special reason, arising out of war conditions. The shipping 
companies have lost fixed assets through sinkings and 
increased their liquid assets by the receipt of insurance 
monies. Courtaulds, which formerly had fixed assets valued 
at 2} times the amount of its liquid assets, now has liquid 
assets totalling more than four times the figure for fixed. 
But for the most part, the changes have been broadly 
compensatory, and the net result is, generally, an increase 
of a few pence only in the break-up value of each £1 
ordinary share or stock. Market values, in the majority of 
instances, range well above break-up values—Bass, for 
example, stands at more than four times its break-up vaiue. 
Exceptions to this rule are the two shipping concerns— 
Cunard and P. and O. The market value of the former’s 
equity stock is slightly, and that of the latter’s appreciably, 
below the break-up value. But the income yield figures 
show no really wide variation (except in the case of Cunard, 
where market hopes of resumption of ordinary dividends 
have recently been justified) from an average figure of 4.18 
per cent, that is 1.13 per cent above the gilt-edged rate. 

The market seems to have logic and reason on its side, 
in its evident determination to value shares on an income 
rather than a break-up basis. Investors buy a stake in a 
company because they expect that it will continue to trade, 
not on the assumption that it will be broken up. There 
are occasional exceptions, of course. When the market value 
of many rubber shares, after Japan’s conquest of Malaya 
and the Dutch East Indies, was considerably lower than 
their break-up value, it was relevant to point out the 
anomaly, because at that time it seemed possible that some 
companies might choose to liquidate instead of waiting for 
the end of the war. But in the case of shipping companies, 
and others which have received, or may receive, compensa- 
tion for physical assets destroyed during the war, a share 
purchase on a possible increase in break-up values (due, 
perhaps, to the fact that compensation has exceeded the 
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written-down value of destroyed assets) may be Misguid 

to the point of danger. Cash is a non-earning asset - 
liquid resources generally are low-earning assets, Been, 
thing depends on how far these resources can be 1. 
invested in business to produce a higher return now - 
more probably, after the war. And here the investor ix ,. 
largely uncharted territory. In other words, an increg 
break-up values of that character is an argument 
higher, not a lower, visk premium. 

The reasons for caution in accepting break-up values 
a criterion go even deeper. A break-up total of assets js , 
heteregeneous item. It is obtained by aggregating liquig 
assets valued at current prices and fixed assets whose book 
valuations are largely conventional. In most instances, fixeq 
asset valuations are founded on capital expenditure at som: 
past date or dates, written down by depreciation allowance: 
and reserves which may be narrow or liberal, and who: 
object, as a rule, is not so much the maintenance of eaming 
power as the assurance that the original cost of the asset yi] 
have been written off by the end of its working life. Whe, 
a break-up actually occurs, the amount for which th 
fixed assets can be sold may well be different again, 
because it will be based on the prospective earning power 
of the machinery to a new purchaser. It is even possible 
that, in the circumstances which compel the great majority 
of liquidations, the break-up value of most specialised fixed 
assets like machinery may be their scrap iron value. 

The investor, in short, is normally—and rightly—among 
those who adopt the “ going concern ” method of valuation, 
It may be important for investors, as a class, to learn, in 
due course, what basis is taken by the authorities fo; 
valuing the Short Brothers shares—or by the Lord Chie 
Justice if the matter goes to arbitration under Section ~j 
of the Defence Regulations. The Short Brothers case may 
conceivably become a precedent, if and when the question 
of the taking over of other companies by the State arises. 
A price (as between a willing buyer and a willing seller 
may be one thing if both parties are presumed to have the 
equity in future profits in mind as something on which 2 
value ought to be placed, and something quite different 
if they are concerned merely with the capital expended in 
the business. The investor’s interests, gua investor, are 
bound up with the first interpretation rather than the 
second. And how often is the greatest capital asset of any 
business—that is, the skill and enterprise of those conducting 
it—valued in the balance sheet at all? 
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Finance and Banking 


Floating Debt Policy 


The increase to £90 million in this week’s offer of 
Treasury bills by tender breaks new ground, the weekly 
offering never before having exceeded £85 million. The 
move, however, is in continuation of policy which has been 
apparent since last October when the authorities restored 
to the issue of Treasury bills by tender some of the seasonal 
elasticity which it had lost since the advent of Treasury 
deposit receipts. In the last months of 1942, the issue was 
increased in order to give the banks an opportunity of 
acquiring more Treasury bills maturing in the period of 
heavy tax collection, when such maturities would be par- 
ticularly welcome. With the turn of the financial year, a 
period of considerable expansion in the floating debt 
normally opens. It is evidently the wish of the authorities 
to allow the Treasury bills issued by tender to partake in 
that movement and not to confine it, as has been the case 
in the past two years, to the TDR issue. The reasons for 
this change in floating debt policy are probably to be found 
in the convenience of the banking system. It is evident 
from recent clearing bank statements, and from the day-to- 
day experience of the discount market, that the clearing 
banks have found it difficult to satisfy their normal require- 
ments of bills. From the point of view of the banks and 
the distribution of their assets, bills still play a réle from 
which they have not been ousted by TDR’s. They are a 
more elastic instrument than the TDR, whose pre- 
encashment is hedged with many conditions, and whose 
acquisition by the banks is a process in which the banks 
have less power of initiative and decision than they have 
in their purchases of bills from the market. The banks, 


therefore, desire to maintain a certain minimum volume 0 
bills which is certainly above the exiguous figures mail- 
tained in recent months. The banks’ bill portfolios sinc 
the turn of the year have been slightly higher than thos 
for a year ago—the March figure of £172 million bein 
some £10 million higher than the corresponding total for 
1942. But for a truer comparison one must go further back 
than 1942, when the bill famine was already in being. Ths 
bill famine has developed despite a greater issue of bills 
through the weekly tender than has ever been known 
the past. To some extent, this higher Treasury bill issu 
has merely taken the important place that used to be filled 
by commercial bills. But more important has been ™ 
increasing competition for the available amount of ds 
countable sterling paper. Although some Empire cent# 
banks continue to be fed with bills via the tap, there 
still an important special demand for bills which 1s '* 
from the weekly tender—either by direct tendering of bs 
purchases from the market. The amount of sterling funds 
competing for the tender issue of bills is still increasin& 
and it is in this fact that the main reason for the curtett 
increase in the bills so issued must be sought. 


* * * 


Distribution of Bank Deposits 


Among the new material contained in this year’s Whe 
Paper on War Finance and National Income and Expene” 
ture is the first publication of the statistics on the dist 
bution of bank deposits as between personal and busine 
accounts, At the request of the Central Statistical Offic 
the clearing banks have been making periodic sam 
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iqvestigations into the distribution of their deposits. The 
results are as follows : 


(£ Million) 


50th 30th Slst 3th ist 

June, Jyne, Dec., June,  Dec., 

1940 1941 1941 1942 942 
[otal deposits held by 


clearing banks ...... 2,469 2,946 3,329 3,263 3,629 
Less: Advances to cus- 

tomers and other ac- 

counts ...--+eeeeee- 962 859 807 800 773 
Total deposits (net).... 1,507 2,087 2522 2463 2856 
Personal deposits (net) . . 617 661 692 704 820 
Other deposits (net).... 890 1.426 1,830 1.759 2036 


The net deposit totals are arrived at after deducting loans 
and advances from the gross figures. No attempt has been 
made to adjust the figures for the amount of bank accom- 
modation obtained by discounting bills. It is rather sur- 
prising that the gross deposit figures should not have 
been corrected for cheques in course of collection and 
items in transit. To the extent that these transit items have 
been abnormally swollen by the greater delays involved 
by the wartime clearing machinery, the growth in deposits 
shown in the above table has been overstated. The personal 
deposits exclude the accounts of businesses, financial insti- 
tutions, public authorities, and also those of individual 
traders, farmers, shopkeepers and professional men where 
the accounts are known to be used for purposes of business. 
The outstanding feature brought out by the table is its 
revelation of the extent to which the growth in net deposits 
has been accounted for by business deposits. The com- 
paratively small rise in personal deposits is much more than 
offset by the increased personal savings effected to meet 
accrued taxation. Another table in the White Paper shows 
this increase to have amounted to £280 million in 1942 and 
£206 million in 1941. The explanation of the comparatively 
small increase in personal deposits is probably to be found 
in the fact that it is the individual bank depositor who 
tends to place any surplus cash he may accumulate in 
Government loans. The type of individual who has both 
the means and the wish to exercise a preference for liquidity 
is the wage-earner who remains untouched by the banking 
habit and who is hoarding notes. 
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Strength of Argentine Peso , 


Following the persistent strength of the Argentine peso 
in the domestic free market, the Argentine authorities have 
this week raised the official exchange value of the peso for 
the payment of non-regular exports from 481.82 to 397.02 
pesos per 100 US dollars. This change has automatically 
involved a revision of the corresponding sterling rate from 
16.954 to 15.96 pesos to the £. The strength of the Argen- 
tine currency derives both from the commercial balance of 
payments and from capital movements. Shipping difficulties 
have affected Argentine exports and imports alike; but 
whereas there has been a glut of exportable material from 
Argentina, there has been no comparable volume of import 
goods from the two main sources of imports, namely, the 
United States and the United Kingdom. The commercial 
balance of payments has thus been shifting steadily in 
favour of Argentina, and that country has been accumu- 
lating in sterling and dollars as a result. The accumulation 
of dollars has to some extent been kept down by imports 
of gold, and it is probable that an appreciable part of the 
$401 million of gold which has been sold by the US 
Stabilisation Fund since June, 1942, has made its way to 
Argentina. As a neutral country evidently determined to 
go a long wey in the defence of its neutrality, Argentina 
has also become a favourite place of refuge for foreign 
capital. This influx of foreign capital has played its 
part in driving up the exchange value. of the peso 
in the free market. The favourable balance of pay- 
ments for 1942 is Officially estimated at 503 million 
pesos. It is interesting to note that hitherto the only official 
answer to the strength of the peso in the free market has 
been a widening of the margin between the rates quoted by 
the authorities to importers and exporters respectively. The 
Official exchange market in Argentina remains as rigidly 
stratified as ever, and the improvement in the general posi- 
tion is not being allowed to benefit those who have to make 
remittances from Argentina. Argentine exporters must 
accept fewer pesos for the foreign exchange they hand over 
to the Central bank, but the authorities’ selling rates for 
exchange remain unchanged. There are limits beyond 
which the playing of this game cannot proceed, but as long 
as the exchange market remains as rigorously controlled as 
it is in Argentina there must be abundant scope for this 
kind of manceuvring. 


Investment 


Railway Politics 


The boomlet in diamond shares and African gold 
mines, for the time being at any rate, appears to have 
passed its zenith. There have been several bursts of profit 
taking, but, so far, they have caused little real set-back 
in prices, and some of the diamond shares and developing 
mines are still rising. This movement is, and always has 
been, mainly based on buying from the Cape. The develop- 
ment which is promising to replace it, a renewed demand 
for railway stocks, has: its origins nearer home. While 
prior charges tend to fall with the modest weakening of 
long-dated gilt-edged stocks, equities have been rising at 
the rate of a point a day, and are now at the highest for 
a period of years. The commonly accepted explanation of 
the rise is the activity of the official representatives of 
railway stockholders, who are organising opinion to exert 
pressure on the authorities, nominally for a revision of 
the existing agreement. In this matter, the railway execu- 
tives, having accepted the terms offered under a threat of 
nationalisation, are powerless to act, but it may be assumed 
that they are not sorry to see others doing so. There would 
seem to be very little chance of securing any change in the 
agreement, but the real object is understood to be to 
obtain gages for the post-war period. These it would be 
most improper for the Government to give, and, unless 
they include buying out existing holders, it is difficult to 
see how there can be any adequate protection for the 
Stockholder against the claims of labour in a protected 
industry. At present ievels, the yield on railway equities 
'S still in excess of the general level. The point is approach- 
ng, however, at which quotations will discount the long- 
tem maintenance of profits at the level of the present 
ental payment. 


Debentures into Preference 


While a number of concerns are busy converting 
debentures to lower rates of interest, the Austin Motor 
Company is going one better, as did Joshua Hoyle, by 
substituting for the existing 5 per cent debenture stock a 
4} per cent cumulative redeemable preference issue. The 
former, to the extent of £944,280, is to be repaid on three 
months’ notice at 103, while provisional arrangements have 
been made for the private placing of the latter on terms 
to yield its full nominal value net to the company. There 
appears to be an accumulative sinking fund of 13 per cent 
per annum on the debentures, whose original amount was 
£1,100,000, and a similar fund is to be established for the 
preference shares, which are to rank in front of all existing 
capital. Owing to the differences in date, amount and rate 
of interest, the sinking fund will not extinguish the new 
shares until 1978, whereas the debentures would have been 
paid off by 1965. Against this, and an immediate cash pay- 
ment of some £28,328, there appears to be a saving in 
yearly charges of some £11,500. In the circumstances, there 
appears to be no reason why, shareholders should object to 
the change. Repayment of the new preference is to be 
effected by purchase at or under 21s. or by drawings at that 
figure, while there is power to anticipate repayment, in 
whole or in part, at 21s. 6d. per share. The 7 per cent pre- 
ference capital, which ranks after the existing debentures, 
stands at about 33s., yielding some £4 §s. 6d. per cent, but 
it is irredeemable. There is likely to be some disappoint- 
ment that the debenture holders are to be offered no con- 
version rights and that no class of shareholder is being 
invited to apply for the shares. They have been privately 
placed, presumably at the request of the Treasury, and will 
gradually come on to the market, but subject to a six- 
months bar on sales below par. 
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Canadian Railway: Traffics 


The simultaneous arrival in this country of the 
accounts for last year provides an opportunity for some 
investigation of the character of the recovery in these 
companies’ fortunes. Excluding railway tax, the operating 
ratio of Canadian Pacific fell from 71.65 to 71.54 per cent 
last year. In the latest complete pre-war year, 1938, the 
figure was $2.3 per cent. The Canadian National secured a 
heavier reduction last year, from 78.12 to 76.93 per cent, but 
the actual rate is still well above that of its competitor. Un- 
fortunately, such statistics as are produced by the two lines 
are not always comparable. The Pacific shows a rise on the 
year in total carload traffic of 7.3 per cent to a figure more 
than 50 per cent above the 1938 level. The corresponding 
rise in tonnage of manufactured and miscellaneous goods 
was 16.2 per cent on the year and almost 100 per cent on the 
quinquennium. This is a considerable achievement, but the 
passenger showing is even more striking. Revenue passengers 
carried rose 47.2 per cent on the year and 80.5 per cent on 
the five years, while revenue passenger miles rose by 60 per 
cent over 1941 and 175 per cent over 1938. The result of 
this was a rise in passenger revenue per train mile of 44.4 
per cent to a figure more than double that of 1938. Against 
this, freight revenue per train mile, although 8.7 per cent 
up on the year, was only some 16.25 per cent above 1938. 
It is also worth noting that, despite the heavy fall against 
1941, agricultural tonnage was 25 per cent up on the five- 
year comparison. Meanwhile, the National system secured 
a rise of almost 55 per cent in passenger miles on the year 
and one of 51 per cent in passenger revenue, the latter figure 
being three times that of 1938. For this group, ton miles of 
revenue freight increased 16.7 per cent on the year and 
120 per cent on the five-year period. While the rise in 
freight traffic receipts is much larger than that in passenger 
takings, the very large percentage expansion shown in the 
latter suggests that this feature has played a very important 
part in raising total net receipts. In this rise the cancella- 
tion of cheap fares has played a considerable part. It is not 
easy to say how much of the increase in freight will remain 
after the war, but the passenger position is approaching 
that existing in this country, and it is quite evident that, 
even if no fall in passenger miles were to be anticipated, 
profit, under more or less competitive conditions, is bound 
to fall very sharply. 


* * * 


Investment Trust Conversion 


With the offer made last week by the Sterling Trust, 
the process of debenture conversions enters a new field. 
There exists a number of investment trusts with debentures 
optionally redeemable, and there is every reason to sup- 
pos: that early advantage will be taken of the permission 
to convert. The offer applies to £1,443,760 of 5 per cent 
“A” and “B” debentures, whose life has been extended 
so that they are now repayable at any time on six months’ 
notice at 101. Holders are offered a new 3} per cent stock, 
1963-73, at 99, with the alternative of repayment at 1o1 on 
November 1, 1943. The announcement has been made 
public well in advance of the necessary date, May Ist, and 
the offer will remain open until well after the middle of 
that month, because the debentures are in bearer form and 
holders cannot be approached directly. The question of 
whether the holder who wishes to remain in the investment 
trust movement should accept the new stock will depend on 
his exact assessment of the status of the Sterling Trust. A 
shade over 3} per cent for 30 years is not specially attrac- 
tive. A substantial part of the maturing stock is, in all pro- 
bability, held by money houses who will prefer cash to a 
long-dated security, unless they can see an early turn in the 
latter. It is, however, improbable that the new stock will be 
allowed to come rapidly on the market, if it is subscribed 
under a guarantee or the more normal underwriting con- 
tract. Interest on the new debentures and the existing 4 per 
cent stock of the Sterling Trust is covered rather more than 
two and a quarter times by net income for last year. It is 
difficult to say what will be the prospects for these con- 
cerns after the war, but it is reasonable to suppose that they 
will be able to make considerable profits, even in a partially 
controlled new-issue market. The average yield shown by 
The Actuaries’ Investment Index at the end of March was 
3.61. It had improved almost monthly to that figure from 
a maximum of 4.31 at the end of 1940. During that period 
the yield margin between investment trust debentures and 
general industrial debentures has increased from 0.13 to 
0.27 points, the latter now being 3.89 per cent. 
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Company Notes 


Canadian Pacific Report 


The 1942 Canadian Pacific Railway report throws con. 
siderable light on the jump in-profits discussed in 7}, 
Economist of March 13th last. ‘The 16 per cent rise in gross 
earnings to $256,864,091 was, in fact, a record for all time 
even surpassing the earnings of 1928. By far the biggest 
jump came in passenger receipts, which rose by 55-5 per 
cent, despite the withdrawal of cheap fares. The explan. 
tion is, of course, the curtailment of road traffic. Freight 
earnings were higher for every category except grain trans. 
port, which is prejudiced by the decline in exports and the 
lack of storage space at the docks. Of subsidiary sources of 
income, net profits of steamships were rather higher, byt 
net profits of hotels decreased somewhat more steeply. The 
rise in expenses, which outstripped the ‘jump in income. 
despite the improvement in loadings and the reduction jp 
empty car miles, was accelerated by higher wage payments, 
The directors point out that efficiency was reduced last vear 
by a marked rise in labour turnover, which reached mor 
than twice the normal peace-time level. Satisfactory 4s 
the rise in gross, and even in net, profits undoubtedly js, 
the full accounts emphasise the extent to which the recovery 
is due to war-time conditions—in particular, to the indus- 
trial boom and the petrol shortage. In these circumstances, 
it is impossible to forecast any permanence for the present 
level of earnings. In view of the directors’ statement of two 
months ago that payment of equity dividends is out of the 
question until the level of prior charges is reduced t 
around that existing when dividends were last paid in 1931, 
a reduction of $1,273,195 to $22,955,503, against $22,050,364 
in 1931, is important. On the other hand, fixed charges rose 
by $2,890,499 between 1930 and 1931, and it is clear that 
the whole of this difference will not be eliminated in 1943, 
But if in ahe current period the funded debt is reduced to 
the 1931 level, there does seem to be a case for the distri- 
bution of some token payment on common shares, even 
if it is virtually certain that surplus earnings, despite the 
potential recovery in grain traffics, will fall away when the 
war is over. Capital expenditure of 1942 exceeded the 
$13,970,890 sanctioned by $1,562,489. The 1943 total is 
estimated at $14,196,440. The $25 common shares have 
improved lately, and now stand at $17%. 


* * * 


Cunard Accounts 


Despite the rise in net profits of Cunard Steam Ship 
for 1942 of some £114,000 to £343,723, discussed in The 
Economist of April 17th, the full accounts show that total 
income rose by less than £42,000 to £1,064,196. Taxation 
and general expenditure required £459,484 against £365,441, 
but there is a saving of £45,000 in the transfer to taxation 
reserve, which receives £100,000, and there is a big drop 
in debenture service, which absorbs only £15,849 against 
£184,181, thanks to the virtual disappearance of £3,760,000 
of 5 per cent stock. Despite the fact that equity earnings, 
after charging one year’s preference payments, amount [0 
9.9 per cent, Sir Percy Bates issues a warning that the 
2} per cent interim, recently declared on ordinary stock and 
the Government share for 1943, will not necessarily be 
followed by a final dividend. This is wise, for the earning 
capacity of the group as a whole, despite the elimination 
to arrears and some prior charges, depends essentially on 
the safety of its fleet—a matter on which no forecast can 
be valid. It is very regrettable that this year there are n0 
accounts of Cunard White Star. Sir Percy states that this 
subsidiary, as well as Port Line and Thos. and Jn0. 
Brocklebank, has large liquid resources. This is not te 
case with the parent. Cash holdings have declined from 
£416,369 to £205,721 and there is a rise from £3,281,770 © 
£3,640,889 in net borrowing from subsidiaries. Neglecting 
the secured loan, unchanged at £300,000, there is 2 jump 
in the excess of current liabilities over liquid assets from 
£59,116 to £173,832. As to the future of the company, Si 
Percy Bates intends to carry on in a spirit of reasonable 
but cautious hope. At the same time his admonition that 
no one should hold more Cunard ordinary than he ©? 
afford to lose can scarcely be described as encouraging: 
Further, on the point of air transport, he is evidently ds 
appointed that a further year has served only to stress the 
difficulties of securing any development on the lines he 
advocates. The £1 ordinary stock fell 1s. 3d. on the repo 
to 19s. 3d. ex dividend. 
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j, & P. Coats Profits 


The preliminary statement of J. & P. Coats shows 
that in 1942 part of the previous year’s setback was 


recovered. Net profits amount to £1,706,816 against 


(1,631,816 in 1941 and « £1,884,852 in 1940. In 1941, the 
ordinary dividend was reduced to 8} per cent from the 
10 per cent to which it was reduced in respect of 1935. 
The latest results show that equity cover has risen by 1 point 
to 9.9 per cent, but there is no increase in dividend, the 
surplus over the 8; per cent payment being added to the 
carry forward, which is raised from £455,705 to £541,241. 
J. & P. Coats sell a virtually essential article, cotton thread, 
in a field in which competition is restricted and supplies 
and prices are fully regulated by Government control. In 
these circumstances, there is little opportunity in wartime 
of earning higher profits. It must be assumed that last 
year’s increase is due to a rise in sales—stimulated no doubt 
by clothes rationing—and that in 1941 the concern was not 
liable for EPT. Presumably, it is close to the EPT level, for 
the chairman, Mr J. O. M. Clark, in last, year’s statement 
gave a definite warning that this factor would in any case 
preclude a restoration of the Io per cent ordinary dividend 
for the duration. The results appear to be as good as could 
be expected. The {£1 ordinary stock at 44s. 9d. yields 
{3 19s. Id. per cent. 


* ¥ ¥ 


Crosse and Blackwell Results 


The preliminary statement of Crosse and Blackwell 
for 1942 shows a rise in net profits only from £58,496 to 
£64,901. There can be little doubt, however, that total 
income must have risen to a new record for the past 
decade. The previous year’s net earnings were themselves 
the product of record total profits of £814,076, of which 
inome tax and EPT required £632,654. In the circum- 
stances, it is surprising that any further increase in the net 
figure has been possible. The latest figure provides equity 
earnings of 8.0 against 7.7 per cent for the ordinary divi- 
dend, which is raised from 4 to 5§ per cent, the highest 


‘payment on the reduced capital of the 1935 reconstruction. 


The improvement is almost certainly the result of expendi- 
ture on the new plant which came into production in the 
previous year. The chairman, Sir Frederick Eley, then 
pointed out that there had also been a considerable cost 
saving rationalisation of process which may find further 
reflection in pre-tax profits. The influence of the debenture 
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repayment, carried out at the end of September last, can 
hardly have had considerable influence in the 1942 results, 
but, for the current period, the saving in interest on the 
63 per cent debentures, of which more than £1,000,000 
were still outstanding, will be important. The Is. ordinary 
stock at Is. 74d. yields £3 1s. 8d. per cent, a level which 
shows that the market assumes a further recovery. 


* * x 


Union Corporation Report 


Disclosed revenue of the Union Corporation for 1942 
amounted to £629,589, after allocating £25,000 against nil 
to pensions contingencies reserve, and compares with the 
£644,661 revealed in 1941. The ordinary dividend, main- 
tained for the fifth successive year at 64 per cent, is slightly 
underearned according to the accounts, and involves a draft 
of some £6,000 on the carry forward, reducing this item to 
£121,664.. Of the five Rand mines in which the company is 
particularly interested, two were able to raise their distri- 
butions, one was unchanged, and the other two reduced 
their dividends. Since output appeared to be fully main- 
tained, the special tax, raised last year from 16 to 20 per 
cent, probably accounted for the reduction in some distri- 
butions. For 1943, the rate is 22} per cent. According to the 
directors’ report, share holdings now shown at £3,035,044, 
a reduction of some £54,000, would, at present prices, show 
a very substantial surplus. As in preceding years, provision 
for contingencies has been made by writing down certain 
holdings. Cash is over £1,070,000 higher at £4,106,989, and 
together with the holding of British Government stocks and 
South African tax certificates, which have risen by some 
£600,000 to £5,109,875, constitutes virtually 75 per cent of 
the company’s total assets. Apart from Rand interests, the 
company has, inter alia, Rhodesian and West African invest- 
ments, while, during last year, it was responsible for the 
production of material quantities of chrome ore. There is no 
reason why the present distributions should not be main- 
tained, although the accounts provide little indication as to 
actual earnings. Reserves must, however, be considerable. If 
restrictions on output and further taxation should enforce 
lower dividends, the shareholders can content themselves 
with the fact that the post-war rdle of gold has not been 
overlooked. Its future importance may be judged from the 
fact that of the 1942 output, the Empire provided 63 per 
cent, while of the world’s total holding, the United States 
now possess some 64 per cent. In the circumstances, the 
yield of some £4 18s. 8d. per cent on the 12s. 6d. shares 
standing at 165s. is reasonable. 


Industry and Trade 


Future of Civil Aviation 


The future of civil aviation has become a topic of 
widespread interest, and the persistent prodding of the 
Government inside and outside Parliament is the healthy 
expression of a general feeling that Great Britain should 
take to the air as readily as the country has taken to the 
sea. On Wednesday last week in the House of Commons, 
and on Thursday in the House of Lords, the Govern- 
ment’s policy was criticised with special reference to the 
composition of the new board of directors of the British 
Overseas Airways Corporation. Lord Rothermere ques- 
toned the qualifications of Mr Simon Marks, the head of a 
frm of chain stores, and of Mr John Marchbank, the 
former general secretary of the National Union of Railway- 
men. His attack was hardly justified, inasmuch as organ- 
sing ability and vision on the part of some members of 
the board surely count for more than merely previous 
‘Xperience or a pilot’s certificate. True, a great deal will 
depend on the selection of the future permanent chairman, 
who should combine energy with vision as well as youth, 
and the Government is to be commended for not making a 


hurried decision. The wider problem of the future organi- 
ei of international air transport was discussed by 

‘ajor-General Sir Frederick Sykes, Controller-General of 
ae Aviation from 1919 to 1922, at a meeting of the 
ne ey of Export on Thursday last week. He urged the 

‘d for the adoption of a policy of freedom of the air and 
thy competition between nations. Given a measure 


for heal 


of goodwill, it should not be too difficult to reach agree- 
ment on the fundamental conditions for a healthy growth 
of international air transport after the war. These are: (a) 
freedom of the air and of landing, fuelling and repair 
facilities, (b) standards of safety and working conditions, 
and (c) avoidance of competition in subsidies. On 
March 11th, Sir Archibald Sinclair, Secretary of State for 
Air, stated, on behalf of the War Cabinet, that it will be 
the “duty ” of this country to “ play a prominent part in 
the production and operation of civil aircraft.” It is now 
up to the Government to discharge its self-imposed task 
with speed, energy and foresight. 


* * * 


Progress of Road Haulage Scheme 


The Ministry of War Transport’s scheme for securing 
economies in long-distance road haulage by means of a 
regional organisation under its control is now being rapidly 
applied. It may be recalled that the scheme (it was described 
in The Economist of November 7, 1942) envisaged the 
transfer of as much long-distance traffic as possible from 
road to rail; the concentration of the remaining traffic 
on the fewest possible vehicles; and the maintenance in 
serviceable condition of laid-up vehicles. The regional 
organisation consists of twelve divisions; each division is 
being subdivided into suitable areas, and vehicles grouped 
into units of about 50 vehicles, each centred on a firm with 
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the requisite facilities. Unit controllers, drawn from the 
industry, are responsible for ensuring that no traffic : 
accepted which should be carried by some other means 0 
transport ; these officers are to collaborate with the regional 
transport commissioners who supervise the issue of fuel to 
the units. As the basis or nucleus of each unit of vehicles 
the Ministry, with the advice of the regional transport com- 
missioners, selected suitable undertakings which are being 
taken over bodily against compensation based, broadly, on 
their net profits for the average of any two years within 
the period from January 1, 1935, to March 31, 1939, subject 
to appropriate adjustments for any change in the capital 
value of the assets employed by them. As was shown in a 
Note on page 338 in The Economist of March 13th, there 
was at first a good deal of organised opposition to the 
terms offered by the Ministry, but most of the individual 
concerns approached have accepted them ; indeed, some 200 
road haulage units are now in operation. The second step, 
that of strengthening the undertakings selected as units by 
the inclusion of vehicles hired from other firms, is now 
about to be taken. On April 17th the Ministry of War 
Transport and the Standing Joint Committee of Road 
Hauliers’ National Organisations, in a joint communique, 
announced that agreement had been reached on the terms 
and conditions of hire ; the SJC has recommended their 
acceptance to the industry. Broadly, payment is to be on a 
52-week basis, subject to a reduction in respect of laid-up 
vehicles after one month’s notice by the Ministry. Certain 
items of cost, such as wages, fuel (excluding lubricants), 
road fund tax, insurance of vehicles and goods in transit 
risks are excluded from the rates of hire, and are to be 
reimbursed or borne by the Ministry. The road haulage 
scheme is shortly expected to be in full operation. 


* * * 


The Rise in Prices 


One of the most interesting additions to the White 
Paper on the National Income and Expenditure (Cmd 
6438) is the estimate of the overall rise, since 1938, in the 
retail prices of the goods and services purchased by the 
public. In the accompanying table these figures are com- 
pared with the official indices of wholesale prices and of 
the cost of living. Column 3 is based on the prices the 
consumer has to pay; column 4 shows the increase after 
allowing for subsidies but exclusive of specific indirect 
taxes. That the overall rise in the market prices of con- 
sumers’ goods and services has been appreciably more 
marked than the more limited range of items included in 
the cost-of-living index is not surprising. The cost-of-living 
index is based on the prices of necessities, many of which 
are rationed, price-controlied and subsidised, whereas the 
index for all consumers’ goods and services includes quality 
goods and luxuries which are subject to heavy taxation and 
many items which are not price-controlled. If it had not 
been for the concentration of production on necessities, to 
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the disadvantage of quality goods and services and ¢ 
virtual disappearance of luxuries, the rise in the atl 
index would have been considerably greater. A compari 
of the rise in the cost of living index with the more Soy 
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indices shows that, on the whole, the rise in the prices ¢ 
necessities has been moderate and that surplus purchasix 
power has been diverted mainly to unessentials and hy 
partly found its way back to the Exchequer by means ¢ 
higher indirect taxes. 


«x x * 


Aircraft Production 


In a war commentary at Guildhall on Tuesday §; 
Stafford Cripps, Minister of Aircraft Production, gave som 
interesting tacts about the aircraft industry. In the firs 
quarter of this year the output of complete aircraft, 2 
terms of structure weight, was §5 per cent up on that ¢ 
the corresponding period last year ; the output of bomben 
alone was nearly three and a half times as big. Sir Stafford 
drew attention to the importance of combining quality wit 
quantity, which calls for continuous technical adjustments 
In view of his drastic intervention in the affairs of Shor 
Brothers and the appointment of controllers to other cor- 
cerns, his tribute to the industry’s personnel 4nd, i 
particular, his statement that failures in management ha 
been few and exceptional, were reassuring. 


The general rule is of good management under great dif- 
culties, courageously faced and overcome. We owe a deo 
of gratitude to those who have devoted themselves with grez 
ability and perseverance over long hours year after yea, 
and our designers have done a grand job. 


One difficulty in the industry’s expansion has been 1 
shortage of highly skilled personnel, owing to the absent 
of adequate provision for training. Much has been done (0 
overcome these difficulties (no less than 4o per cent of tht 
industry’s workers now consist of women); in terms ¢ 
structure weight, the output per person employed in ut 
industry rose by no less than 36 per cent between Marci, 
1942, and March, 1943. Sir Stafford ended his speech wit 
the plea that the aircraft industry should not be allowéd 
to disintegrate after the war. 


* * * 


Mica Control 


Last week-end the Ministry of Supply announced thé 
in future mica will be controlled by a special section of tht 
Non-Ferrous Metals Control under Mr G. F. A. Burges 
as Controller. So far this product had been administered # 
one of the “ Sundry Materials.” Although no official ex 
planation for this move has been published, it seems thi 
the introduction of a special Mica Control is the direct 
result of the tighter supply position. Mica imports into this 
country have been subject to licencing since Noveane 
1939, and since December, 1942, licences have been need 
to acquire, dispose and process mica. The United Stats 
too, has tightened its mica control by introducing conte 
by allocation on December 10, 1942. Mica, owing to its 10 
conductivity and flexibility, is an essential material for the 
electrical industries and serves a very large number of war 
uses, in high-tension magneto condensers, radio transmits’ 
and receiver condensers, sparking-plugs, radio tube pa! 
armature rings, washers and other mechanisms. The P™ 
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duction of all types of war equipment, from the aeroplane 
to the submarine, as well as the machines for making them, 
are dependent on adequate supplies of mica. Owing to the 
many varieties of mica, world production statistics have 
never been compiled, but the United Nations have access 
to almost all the sources of supply, including the United 
States and British India, the most important suppliers. The 
Allied mica supply problem is not one of a general short- 


| age, but of meeting the large demand for high-grade sheet 


mica, which forms only a limited part of total supplies. To 
solve this problem, all supplies of high-grade mica avail- 
atle to the United Nations have since October last been 
acquired and allocated by the Anglo-American Mica 


Mission. 
* * * 


Retail Trade 

February repeated the recent downward trend in the 
average daily value of retail sales reported to the Bank of 
England. In the retail trade report, published in the Board 
of Trade fournal for April 1oth, the index (1937 = 100) 
for all departments is 96, compared with 103 for Feb- 
ruary, 1942, and the average of 108 for the year ending 
January, 1943. he departments most affected by the lower 


| turnove: wese those selling apparel. The index was 70, com- 
| pared with 93 a year before, and the average of 104 for the 


year. This fall was due to a lack of coupons. The March 
figures will probably show some improvement, since a new 
block of 20 coupons became valid in the middle of that 
month. The household goods index, at 67, was 14 per cent 
below the average for the preceding year, and was lower, 
with the exception of one month, than it had been since 
August, 1932. The fall in turnover in February is reflected 
in the higher value (at cost) of stocks at the end of the 
owl they were nearly 11 per cent higher than the year 
ore. 


‘* * * 


Women’s Land Army 


There is one member of the Women’s Land Army to 
every six farmers in this country. At the end of 1939 their 
numbers were 4,544; 1940, 8,305; 1941, 21,736; 1942, 
§2,955 ; and on March 31st of this year 58,221. Nearly 
4,000 women are in the Women’s Timber Corps, which 
was formed a year ago. County War Agricultural Executive 
Committees employ 16,366 WLA members on most types 
of farm work. Until now there was never a lack of recruits, 
and the present rate of intake is over a thousand a week. 
More could be absorbed, but the Ministry of Labour finds 
it necessary in some areas to draft potential recruits into 
munition work. The shortage of WLA members means that 
they are sent only to do such work as milking, general 
fam work, commercial market gardening, and timber pro- 
duction. It may be necessary to transfer some of them to 
this work from institution and private gardens. Wages and 
conditions in the WLA have steadily improved. In 1939 the 
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average wage was about 28s. for a 48-hour week. Now, a 
Land Army girl may expect not less than 38s. The Agri- 
cultural Wages Board recently proposed a minimum wage 
of 45s. a week for all women agricultural workers ; it is 
generally believed that this minimum will be accepted by 
the agricultural wages committees. The existence of an 
organised body like the WLA has improved conditions of 
women agricultural workers outside it. Before the war their 
numbers were 40-50,000, and their earnings about 20s.-2§s. 
a week. They were seldom paid a weekly wage, but were 
employed by the hour. These workers now number between 
70,000 and 80,000, and wages are slightly higher than those 
of the WLA. The difference is probably accounted for by 
the fact that the WLA receive free uniforms. The measure 
of the success of the WLA is the demand from farmers for 
them. Early in the war it was often difficult to place 
recruits ; now there are not enough to go round. 
* * * 


Attack on Uthwatt Report 


Fhe report submitted at the annual meeting of the 
Land Union on Wednesday draws an astonishing, though 
in view of its source hardly surprising, contrast between 
the Scott report on the Utilisation of Land in Rural Areas 
and the Uthwatt report on Compensation and Betterment. 
The one ‘s said to be in-all ways a constructive document, 
while the other is described as destructive of the rights 
of property and of freedom of enterprise. The fact is that 
the Uthwatt Committee, whose report was described in 
The Economist on September 19, 1942, succeeded in the 
difficult task of preparing the basis for practical legislation 
designed to remove the obstacles in the way of orderly 
reconstruction and development by the Government and 
private enterprise, and to transfer the unearned increment 
in land values from individual landowners to the com- 
munity. Unfortunately, the Government is taking rather a 
long time in studying its implications. Quite recently Mr 
Churchill informed the House of Commons that examina- 
tion had not yet been completed. The delay suggests that 
the recommendations of the report committee are the 
subject of acute differences of opinion between the parties. 
Meanwhile, the absenc2 of a policy has created a state of 
uncertainty and is holding up the complex task of planning. 
The establishment, earlier this year, of a Ministry of Town 
and Country Planning under Mr W. S. Morrison and his 
introduction in the House of Commons this week of an 
interim development Bill, whose chief purpose is to bring 
under planning control land which is not subject to a 
scheme or resolution under the Town and Country 
Planning Act of 1932, hardly amounts to a policy. What 
is needed now is a speedy decision upon the Uthwatt 
Committee’s three main recommendations: the purchase 
by the State of the development rights of rural areas ; the 
introduction of a levy on betterment in built-up areas ; and 
the acquisition of land by the State against fair compensa- 
tion, if and when required for reconstruction and develop- 
ment. 
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THE CUNARD STEAM SHIP COMPANY, LIMITED 


NOTICE IS HEREBY GIVEN that the Sixty-sixth Ordinary 
General Meeting of THE GUNARD STEAM SHIP COMPANY, 
LIMITED, will be held at Cunard Building, Liverpool, in the 
City of Liverpool, on Wednesday, the 28th April, 1943, at eleven 
o'clock a.m. 

1. To receive and consider the Statement of Accounts and Balance 
Sheet to the 31st December, 1942. with the Reports of the Directors 
and Auditors. 


2. To elect Directors and Auditors in place of those retiring, 
but who, being eligible, offer themselves for re-election. 
By Order of the Board, 
H. J. FLEWITT, Secretary. 
e@ Offices: Cunard Building. Liverpool. 19th April, 1943. 





THE ALEXANDRIA WATER COMPANY, LIMITED 


ALEXANDRIA, EGYPT 
DIVIDEND 


NOTICE IS HEREBY GIVEN that a dividend of ten shillings 
and sixpence per £5 Share will be paid without deduction of 
British Income Tax, but less Egyptian Government and Alexan- 
dria Municipal Taxes amounting to 1/4.1028, making 9/1.8972 net 
on Coupon 109 on and after the 15th day of April, 1943, at the 
National Bank of Egypt in Alexandria at Rue Toussouri or in 
London at 6 King William Street, E.C. 4. 


Dated Alexandria, Egypt, the 12th April, 1943. 
By Order of the Board, 


Q# 


D. KEY Lo; 
. ROBERT WALTON y Joint Managers. 
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CUNARD STEAM SHIP COMPANY, 
LIMITED 


SUCCESSFUL RESULTS 
SIR PERCY E. BATES’S STATEMENT 


Sir Percy E. Bates, Bart., G.B.E., chair- 
man of the Cunard Steam Ship Company, 
Limited, has issued the following statement 
to stockholders of the company along with 
the report and accounts to be presented to 
the sixty-sixth annual meeting on the 
28th instant :— 

This year restrictions on the use of paper 
only permit me to touch on the more 
important features in the accounts, but we 
have been able to find room as usual for 
the comparative figures for 1941. 

In the profit and loss account, the first of 
the debit items is higher, owing to income 
tax. Directors’ fees are higher because of 
the increase in the number of directors. 
The amount reserved for taxation this year 
is lower, not because the E.P.T. situation 
is much clearer than it was, but because 
the balance of probability seems to justify 
the change. 


INCREASED REVENUE 


The revenue for the year is £42,000 
higher in consequence of somewhat larger 
dividends from our subsidiary companies. 
The balance being profit for the year is 
£343,000, compared with £229,000 for 
1941. In the balance-sheet, the § per cent. 
debenture stock, which no longer carries 
interest, has almost disappeared. The 
deposit by the superannuation fund has 
been again reduced by £50,000. There is 
nothing abnormal in the decrease in the 
item—creditors, open voyage accounts and 
reserves, nor in the £400,000 increase in 
loans from Port Line, Limited, and Thos. 
& Jno. Brocklebank, Limited, two wholly- 
owned subsidiaries. We needed some more 
cash and so naturally arranged to borrow 
what was in effect our own money, and 
without unduly depleting their cash 
resources in relation to their commitments. 

Adding the year’s balance of profit, 
£343,000 to the carry forward from 1941 
of £578,000, the directors have had at 
their disposal in stages, though never at 
one time, the amount of £922,000, out of 
which just over £700,000 has been paid 
to the preference stockholders for arrears 
and current dividend, leaving £220,000 
which it is proposed to carry forward. 

On the credit side, the figures tell their 
own story; there is nothing abnormal in 
any of them. 

It is impossible under present conditions 
to circulate the accounts of the subsidiary 
companies, or a combined balance-sheet. 
The main subsidiaries, Cunard White Star, 
Port Line and Thos. & Jno. Brocklebank, 
all have large and liquid resources. 

As regards the air, since last year all that 
has happened has laid greater emphasis on 
the difficulties involved in dealing with this 
element. So far, no national policy has 
been evolved, and while my ideas remain 
unchanged no progress in dealing with 
them has been possible. 


DIVIDEND POLICY 


The year has justified the hopes I 
expressed last April. The arrears and 
current dividends on both issues of 
preference stocks have been covered by 
the combined figures of the carry forward 
from the Previous year and the profit 
earned during the year. But the strain has 
been a heavy‘one, involving cash payments 
of more than double the year’s profit. In 
these circumstances the directors did not 
feel justified in recommending further pay- 
ments in respect of the year. On the other 
hand, we have some reasonable confidence 
as to the future, and nearly one-third of 
1943 is already behind us. It was to give 
an expression of their present views that 


the directors decided to declare the interim 
dividend on the ordinary stock in respect 
of 1943. That these views may change 
with events is of course true, and it should 
not be assumed that because there is to 
be an interim dividend on the ordinary 
stock there is of necessity to be a proposal 
of a final one a year hence. We must let 
the year unfold itself. The current business 
of the company and its associates I cannot 
discuss, for obvious reasons. 


TRIBUTE TO STAFF 


I cannot write about the staff with the 
freedom that I would like, but if I could 
the stockholders could share with the 
directors the appreciation and _ indeed 
admiration for their work, skill and devo- 
tion, which we all feel so strongly, especially 
with regard to the staff afloat. Staff matters 
have always held a very special importance 
in our minds. Since the end of the year 
the boards of the Cunard Company and 
Cunard White Star decided to take measures 
to buttress the superannuation fund, in 
order to mitigate the effect of the general 
reduction in the rate of interest obtainable 
on the gilt-edged securities, in which the 
fund invests its money. This action has 
received direct appreciation from every 
department in both companies. 


THE FUTURE 


To conclude with a general word on the 
future. Cunard ordinary stock is a specu- 
lative affair ; it has emerged from a period 
of 13 years during which no ordinary divi- 
dend was paid. The basic reasons for this 
absence of return lie mainly in a period 
a good deal earlier still, and of course some 
lie outside the company altogether. On 
March 19th there were 13,480 stockholders’ 
accounts on the register of ordinary stock ; 
of these 10,168 did not exceed £300 ; 8,642 
stood at £200 or less, and 5,542 showed 
figures of £100 or less. If I thought it 
were any use advising that no one should 
hold more ordinary stock than he could 
afford to lose, I would give that advice. 
But by nature man is a gambling animal, 
as was shown by the popularity of grey- 
hound racing and more recently in the 
demand for death benefits. Robert Louis 
Stevenson developed this argument more 
than 60 years ago in his essay, The Day 
After Tomorrow. The future may contain 
anything, but for myself I carry on in a 
spirit of reasonable but cautious hope. 


ASSAM RAILWAYS AND 
TRADING COMPANY, 
LIMITED 


The adjourned _ sixty-second ordinary 
general meeting of the Assam Railways and 
Trading Company, Limited, was held, on 
the 21st instant, in London. 

Mr E. A. A. Joseph, the chairman, said 
that the railway revenue showed a large 
increase, which was no doubt partly attri- 
butable to the carriage of military traffic. 
There was no reason, however, to suppose 
that the normal steady progress which had 
now continued for four years had not been 
fully maintained. It was particularly grati- 
fying that increased earnings had been 
accompanied by decreased working ex- 
penses, so that the percentage of exvendi- 
ture on gross takings had fallen from over 
61 to under 52. The Government had 





taken over control of the railway from 
i “= The a were at present 
egotiating the terms e arran 

with the Government of India. er 


The report was adopted. 
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GENERAL ASSURANCE [Re dy 
SOCIETY 

SIR FRANCIS E. J. SMITH's : 

ADDRESS . 

The annual meeting of this Society Wy a 
held, on the 21st instant, in London’ , 

The following address was submitted ip AS 
the chairman, Sir Francis E. J. Sma” 

Judged by war-time standard Presidi 
results of the Society’s transactions dus eneral 1 
1942 are, in the opinion of the directoy, jytual 
satisfactory. . am, on 

jeut.-LX 
RESULTS OF THE YEAR MG, 
sview O 

Our net new life business rose to 4 onal 
record war-time figure of £1,110,564, Na 
business is important; so, equally, js BAL 
avoidance of loss of existing busines » 
the process of surrender. In 1942 surrenie You v 
values of life policies amounted to qj at the 
£46,000, which is considerably less ty pr the y 
one- of the corresponding 1939 figy incre; 

The total of normal claims by death ymmecotd 12 


pcrease 
iployr 
substa 
icyho! 


nearly £100,000 lower than in the previg 
year, and their character was favounb: 
On the other hand, claims arising dire: 
or indirectly from the war were heziz 
than in 1941. 

The Society continued, as in previo 
recent years, tO support new issues of Vz 
Loans to an extent which materially « 
ceeded the current growth in fund, ; 
policy which must, by itself, impar 
downward trend to the average rate of ». 
terest earned upon the assurance funk 

Actually, during 1942, a substan 
recovery took place in the income p 
duced by our property investments ai 
mainly on this account, the average gry 
vield earned upon our assurance fund 
rose by 4s. rod. per cent. to £4 §s. x 
per cent., and the net yield by 2s. & 
per cent. to £3 3s. 6d. per cent. They 
welcomg recoveries in yield were for 
shadowed a year ago when I stated tu 
the interest rates then published did /s 
than justice to the earning powers of & 
Society. 
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THE SOCIETY'S ASSETS 


Our holdings of British Governmet 
securities rose, by £500,000, to just ott! 
£3,000,000, whilst mortgages and loans & 
creased by nearly £400,000. In other t 
spects, the distribution of the total ass 
of £16,500,000 showed little change. 4 
valuation of the Stock Exchange secunts 
at the end of the year disclosed a satis 
tory rise in capital values, which furie 
increased the margin by which matt 
prices exceeded book values. 


TREATMENT OF WAR RISKS 


In regard to the treatment of war Di 
the directors have decided to continut, * 
far as reasonable prudence permits in um 
of war, the Society’s traditional practice & 
issuing new life assurance contracts We tigue 
the minimum of restrictive condilo ime cay 
Even today, our new life policies, with fer 
exceptions, provide unrestricted covet, § 
the tabular rates of premium, against & Th 
the risks of death incurred by civilians * ‘ . 
by members of His Majesty's Army * rt 
ing in this country. Should death os a. 
as the direct result of service in the A 5,0 
overseas, or in any other branch of a 
Majesty’s Forces, the degree of cover Pt a 
vided is restricted. The amount pny iy 
may vary, according to the nature Ay 
war risk and the form of policy, — 
return of the premiums paid to 4s ™ 
as one-third of the full sum assures 
the case of deferred assurances, ISU" Con 
the lives of children under ten i duse 
age, no restricted war clauses are 
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at all. ; r 
The transaction of new life assurane ne 
business, under existing condita em 
clearly of two-fold importance. Pal ©, MBS). 
policy provides added security for Cr... MMR Y 
dants, and each new premium pale ° aVan 


tutes a contribution to national saving mir 
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HE MIDLAND EMPLOYERS’ 
MUTUAL ASSURANCE, 
LIMITED 


THs CHAIRMAN’S REVIEW 
Be RECORD PREMIUM INCOME 
OCiety Way 


idon, ASSETS EXCEED £4,000,000 


Dmitted 
Nae Presiding at the forty-fourth annual 
ons fl sneral meeting of the Midland Employers’ 


jytual Assurance, Limited, in Buirming- 
m, on the 20th instant, the chairman, 
eut-Colonel J. Beaumont Neilson, 


R MG., D.S.O., C.A., gave the following 
syiew of the company’s activities during 
2504. Neg ‘ 
ally, is BALANCE SHEET AND ACCOUNTS 
Yu 
— You will see from the revenue account 
d 10 ogsfammmmpat the premium income, less reinsurances 
> less the pr the year 1942, amounted to £2,664,272, 
939 figur increase of £314,112. This is another 
’ death wy ord in the history of the company. The 
he previgg pcrease is due again not only to more 
favourabi ployment and higher wages, but also to 
ng direcs substantial increase in the number of 
re hear licyholders. 
N previog LOW EXPENSE RATIO 
oi The expenses of management at £214,150 
1 funds ows the very low ratio of 8.04 per cent. 
impar his is substantially in the same ratio as 
rate of @. he previous year, notwithstanding the fact 
ince fume during the year under review the com- 
substanti any has continued to make allowances to 
\come fr members of the staff who are on active 
ments ani rvice, has continued the “Grant in aid” 
erage omy heme initiated two years ago to the 
ance fun mining members of the staff, and has 
£4 58. % bund it necessary to employ a_ larger 
by 2s. 4 ber who are over military age or unfit 
nt. Thame’ military service to take the place of 
were for hose called up. In spite of this the 
stated thimmmecteased business of the company has been 
ed did Jimme’ died with the promptitude and efficiency 
vers of ee’ «Which we have earned a reputation. 
omission at £135,880, i.e., 5.1 per 
nt, is in the same ratio as the previous 
rs on 
“ee . INCREASED NUMBER OF ACCIDENTS 
ju 
id loans de- Cash expenditure in connection with 
n other tt ams amounted to £1,584,388, which is 
total asset increase of £230,917 over 1941. It will 
change. 4 noted that the insurance fund at the 
e secuntefimmed of the year amounted to £3,414,595, 
i a satista uinst {2,741,704 a year ago. Of this 
ich furhegmMunt, {1,198,923 is reserved in respect 
ich marke unexpired risks as against £1,057,572 
the previous account, whilst the claims 
Ive at {2,215,672 is £531,540 in excess 
ISKS the figure for 1941. 
+ wes tld — the year under review the 
ds ste ote of sacnenane reported again shows 
on co: nual increase. This is due to new 
nits 10 i ants into industry and the large number 
praca bw employed therein, in addition to which 
a ‘igue and overstrain play a large part in 
. wit fet € cause of such accidents. 
9 
cover, a 
egans ASSETS 
ivilians a ve assets of the company as at Decem- 
Army sé » 1942, show that there is an increase 
jeath = uvestments of £281,709, in cash 
) the ti ace) and debtors £52,093. The assets 
ach of total _£4,080,621, as compared with 
cover Pe 331,784 a year ago, 
int ore © War savings scheme referred to in 
— yous reviews is continuing to work 
’ 
oO as Mm 
ssured. hb BEVERIDGE REPORT 
, issued Considerable int 
n yeats bused by th erest has naturally been 
re in DOTt to in apes in the Beveridge 
sccide Clude compensation for indus- 
. assuranct heme ( re in the Social Insurance 
ditions, emplo Sudject to additional assessment 
ach new ) vers in the more hazardous indus- 
for dene Te yeas h. expefience of the past forty- 
id const ate S has shown that there are many 
savings: . 8S in the existing system when 


an ° 
ustered on such an economic basis 


THE ECONOMIST 


as that of your company, and this fact 
will doubtless be taken into full considera- 
tion by the Government in formulating 
any legislation they decide to introduce. 
Improvement in the scales of compensation, 
which is probably overdue, can be as 
readily and undoubtedly more economi- 
cally operated under the present system 
of mutual insurance than under any 
other. 

The company’s general manager prepared 
and issued a memorandum of observations 
on the Report in so far as it dealt with 
workmen’s compensation. These observa- 
uons I consider excellent and they should 
be of great help to all who have to study 
this part of the Report. ; 


STAFF 


As I have mentioned in previous. reviews, 

the company has suffered by reason of the 
call-up of members of the staff to the 
Forces. Over 72 per cent. of our male 
staff are now engaged in various branches 
of the Services, in addition to which-a large 
number of the female staff are either 
serving in the auxiliary units or have 
been released for other forms of national 
service. 
_ The increasing premium income and the 
increased number of accidents referred to 
above have thrown a large amount of addi- 
tional work on those members of the staff 
who remain. In dealing promptly and 
efficiently with the injured man-power we 
are, I feel, carrying out work of the utmost 
national importance and it is to be hoped 
that further calls will not be made on our 
much reduced staff. 

Once again I have to commend to you 
the excellent work done by the whole of 
the company’s staff, and special thanks are 
due to the general manager for his great 
work on behalf of the company. 

‘The accounts were unanimously adopted 
and a vote of thanks to the chairman 
brought the meeting fo a close. 


BIRMINGHAM SMALL ARMS 
COMPANY, LIMITED 
CONTRIBUTION TO WAR EFFORT 


The adjourned ordinary general meeting 
of the Birmingham Small Arms Company, 
Limited, was held, on the 2oth instant, at 
Birmingham. 

Sir Bernard D. F. Docker, K.B.E. (the 
chairman), said that the profit on trading 
and income from investments, after 
providing for E.P.T., N.D.C. and con- 
tingencies, was £719,758, compared with 
£777,264 in the previous year. Unfor- 
tunately the resources remaining available 
after payment of taxation of such severe 
and varied kinds related little to the magni- 
tude of the productive effort made for the 
prosecution of the war. It was no 
exaggeration to say that without what was 
known as private enterprise the provision 
of munitions upon the present scale would 
have been utterly impossible. 

Their tool group of companies was 
continuing its efforts in an ever-increasing 
degree. In previous addresses he had 
pointed out the necessity for H.M. Govern- 
ment to show an interest in the stability of 
this “ key ” industry. 

It might well be that it was necessary 
for controls to be kept on after the war 
for a time, but it must be clear that the 
period must be strictly limited by absolute 
necessity. They had fought the war and 
they would win the war to achieve free- 
dom; they must see that they did not 
escape that danger only to become the prey 
to the sapping efforts of bureaucratic 
control. Let them be free to go about 
their business ; Jet planning be done when 
it must be done by industry and not by the 
state, and finally they were told monopolies 
were bad: let them not conjure up the 
greatest of all monopolies, state monopoly. 

Finally, he would like to express sincere 
thanks to the chief executives and their 
staffs and to all the staffs and workpeople 
throughout their widely disnersed organisa- 
tion. : 

The report was unanimously adopted. 
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TELEGRAPH CONSTRUCTION 
AND MAINTENANCE 
COMPANY, LIMITED 

LARGER PROFIT 


The  seventy-ninth ordinary general 

meeting of this company was heid, on the 
20th instant, in London. 
_ Mr Colin F, Campbell, the chairman, 
in the course of his statement, previously 
circulated, said: The trading account shows 
an amount of £320,708 compared with 
£148,066 last year, and after putting aside 
£270,000 to meet taxation, there is a balance 
remaining on profit and loss account of 
£49,365. The directors have decided to 
transfer a sum of £23,675 to “reserve for 
contingencies,” which leaves a balance of 
£25,689, to which must be added the sum 
of £40,571 carried forward from the 
previous year’s account. The board recom- 
mend a final dividend of § per cent., 
making a total for the year of 10 per cent., 
the same as for 194. 

The works have been occupied during 
the year beyond their normal capacity and 
the output has exceeded all, expectations. 
The board has taken every precaution to 
maintain the efficiency of plant and 
machinery, but we shall, in time, be faced 
with heavy commitments for renewals. 
Provision for these should be made now, 
but the excessive demands for taxation 
preclude us from doing all that is required. 
We do, however, look forward to the repay- 
ment of 20 per cent. of the excess profits 
tax after the war in view of the assurances 
of Government in this respect; this will 
help us to effect the necessary replacements. 

The company’s standard rate of profit is 
not a good one, so that the heavy provision 
for taxation is a severe drain upon our 
liquid resources. The Selborne Estate is 
in a particularly unfavourable position im 
regard to its standard rate of profit. Unfor- 
tunately it has now nassed into enemy 
hands. 

The report was adopted. 


BRITISH TYRE AND RUBBER 
COMPANY, LIMITED 
BUSINESS WELL MAINTAINED 


The annual general meeting of the 
British Tyre and Rubber Company, 
Limited, was held, on the 2oth instant, in 
London, Sir Walrond Sinclair, K.B.E. 
(the chairman), presiding. 

The following is an extract from the 
statement by the chairman circulated with 
the report and accounts: The net profit 
has this year been struck after providing 
for National Defence Contribution and 
Excess Profits Tax. The figure of £204,115, 
therefore, has this in common with our 
pre-war accounts, that it is subject to in- 
come tax only, which, in so far as profits are 
distributed, is passed on to shareholders. 
The amounts allocated to contingencies 
and general reserve are £25,000 respec- 
tively as last year. The total distribution 
to ordinary shareholders is likewise main- 
tained at 11 per cent. The provision for 
taxation—{£95,000-—in conjunction with 
the contingencies reserve is sufficient to 
cover income tax on all profits to Septem- 
ber 30, 1942, at present rates. The amount 
carried forward—£72,438—is £1,773 less 
than that brought in. 

Despite the restriction of essential raw 
materials, in addition to the many other 
difficulties with which we have had to con- 
tend, your company’s business has been 
well maintained during the year under re- 
view, with results which your directors 
consider to be satisfactory. 

The course of business so far for the 
current vear is reasonably encouraging, 
although the long view remains obscure. 
Rubber is now accorded its rightful place 
in the short list of essential materials, and 
the strictest economy in consumption 1s 
practised in all the factories of the B.T.R. 
group. This, of course, is a national duty, 
and I should like to take this opportunity 
to appeal most strongly for the practical 
co-operation of every user. 

The report was unanimously adopted. 
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For the week ended April 17, 1943, total payments - 
ordinary revenue was £40,065,000, against (£ thousands) _ : 
‘ : an a no pri, April | yw , my 
ordinary expenditure of £122,022,000, and Expenditure | ABU) “BM | Week | Week TREASURY BILLS 
. eee 7 ended | ended (£ millions) ; 
issues to sinking funds of £140,000. to 2, | “April | April | 
Thus, including sinking fund allocations, | . ‘ian 18, 9 pn Average Pe 
the deficit accrued since April Ist is ioa2 | 1963 | 292 | 2 Date of sess Rate (a 
£202,584,000 against £167,501,000 for the a a on as “af bine Tender om or il “ie — 
corresponding period a year ago. EXPENDITURE ; | | | Offered)" "for |Allotted a . 
Int. & Man. of a 4 Ran 
ORDINARY AND SELF-BALANCING Nat. Debt ....! 31,941 | 33,649 | 11,896 | 15,222 1942, poe eae | ik ok — 
Ms ants N. . ‘ . 0 | : . 
REVENUE AND EXPENDITURE | Pymny © S|) Ping 3 aS! 
; Receipts into the Other Cons. Fund Jan. 22 | 75-0) 148-2) 75-0| 20 1466) 
Exchequer Services...... 33 33 » | 75-0 | 161-0 | 75-0 | 1911-457, 4 7 1] 
B ar won Feb. “5 | 75-0| 158-7| 75-0) 19110 & Vo 
eee kay Brgy ee 31,974 | 33,682 | 11,896 | 13,222 » 12 | 15-0 | 141-6 | 75-0 | 19 11-85) ¥ 
Revenue e fo Week we Supply Services. . 233,600 | 275,800 86.000 108,800 ae 150 283-7 | 75-0) 191193 } pe 
| j ended , endec < —_$$$—$—$— | $$$ |__| 26 5-0 72:8 | 75-0/ 19 )1-. 
| April | Apri | Apt | April Total Ord. Exp.| 265,574 | 309,482 | 97,896 |122,022 | mar “5 | 75-0 | 161-7\ 75-0 | 19 ik te 
aS 18, 17 Sinking Funds. ..| 323 353 120 140 » 12 | 75-0} 164-5} 75-0 | 20 0-29, jy 
| wt , 1942 1943 |__| ae » 19 | 75-0 | 169°9} 75-0} 20 0-58) y 
1942 | 1943 | r 
LL AN eileen | » 2 | 75-0] 157-4} 75-0] 20 182) y 
—_— P.O. & Brdcastg., 3,900, 4,400 | 1,200 | 1,400 Apr. 2 | 75°0| 150-6| 75-0| 20 2-39) y 
oe ———|—_—__—_|—_—_—_|— » 9 | 80-0] 164-3| 80-0) 20 2-57) y 
REVENUE | Bae Total . .* | 269,797 | 314,235 | 99,216 | 123,562 16 | 85-0} 159-2| 85-0 20 2-77 
Income Tax ..... 38,650 | 44,696 | 12,035 14,979 aie SRE Mens nteetl h —— | —2_ss_ 5-0 | 159 1 oo | 
Sur-tax ......... | 3,370} 3,002 910 902 After decreasing Exchequer balances by “On April 16th applications at £99 14s. 11d. per cai ) 
Estate, etc., | £120,964 to £2,764,585, the other operations bills to be paid for on Monday, Tuesday, Wedneig 
~~ cia | 6.935 | 5,103 2.605 2 290 ba , , , , shown separately) Thursday, Friday and Saturday of following week » 
Stamps ........-| | 90 | 30 re 30 tor the week (no longer shown sepa ) accepted as to about 37 per cent of the amount apy 
RE {| 1,728 | 1,208, 480 550 raised the gross National Debt by | for, and ;applications i higher prices in full. { 
os ees | 11,025 | 18436} 1,995 6,880 ‘ illion after allow- millions of Treasury Bills are being offered on Apri lid 
Other Inland Rev,| 50 20 | 40 10 £82,181,546 to £17,065 Mpc . funds i For the week ending April 24th, the banks will bea 
nd Bad neds, Eee ing for £14 million of sinking funds in for Treasury deposits to the maximum amount of { 
Total Inland Rev. 61,848 | 72,495 | 18,065 | 25,641 1942/43. million. NO’ 
Customs ........ 20,067 | 22,013 | 10,226 | 7,398 Te Orr ake, on OVERSEAS BANK ) 
TR anes ack en 7,000, 9,400, 4,000} 4,900 CERTIFICATES AND 3% A 24% RETURNS | 
: er eons Be 6 Cyueaze BOND SUBSCRIPTIONS 
Total Customs & (£ thousands) NOTE. The latest returns appeared in { 
WOE scan ictel 27,067 | 31,413 | 14,226 | 12,298 ——————————————— | 24%, following issues : f 
er nae : Week | 3% | 3% | War 1939. mber 9, Finland. . 
Motor Duties ....| 1,613 | 881 | 222 249 Ged | N.S.C. | Defence | Savings | ponds 1940. April 13, Norway; April 27, Denma ( 
Canadian Govt. — | Bonds | Bonds | 395) 63 May 4, New York Federal Reserve Bank ; May | 
Contribution...| 4,494 | stein _ — — Holland ; May 18, Belgium; June 8, Frax 
Post Office {Net} j Mar. 2 seececcce 5,143 2,136 13,367]}}) 8,377 June 22 Java ° Au ust 9, Bulgaria ; October | 
Receipts)... | 550 | Dr. 400 700 200 5 Navas | 6,960 | 2,837 27,371)! 50,781 Toaetn ¢° thee iehentn >  Sownter tl AM 
Wireless Licences.| ... | .. |... ; <— wenneey | 8,834) 4,405 | 32,718Il) 39,223 Sms Sesser 20. Biteueato. | 
Crown Lands .... eee 5,863 | 2,063 | 8,527||' 11,100 1941 . May 10 Egypt ; June 7, Jugosla 
Receipts from | ae ° dcbheos: oe yo | wi od August 23, Greece; September 20, Sweia 
Sundry Loans .| 55 | . ra on * Seen ateaee j ‘ I Ss. ks ; December 
Miscell. Receipts | 2,768 | 2,646) 1.128! 1,675 co | ose | Sin) ie ae | Se 
gy pny gee ng ere eamcecse aR 942. March 28, Hungary; May 9, Roumats 
Total Ord. Rev.| 98,395 | 107,251 | 34.341 | 40,063 | Totals to date . .| 768,749*| 560,688°|1142814ti) 227,487 | Gctober 3, Prague + November 21, Swit 
aeehens MRORAES Smee erkanae * 177 weeks. + 119 weeks.‘ 20 weeks. land. TH 
SELF-BALANCING | : | Including all Series. 1943. January 23, Reichsbank; April 
P.O. & Brdcastg.| 3,900} 4,400, 1,200; 1,400 Interest free loans received by the Treasury up to | Australia, New Zealand and South Afra 
ey & Meee <g apg Apr. 13th amounted to a total value of £55,703,386. April 10, Portu ; April 17, Argentina, C 
er | 102,295 | 111,651 35,541 | 41,463 Up to Mar. 3lst, principai of Savings Certificates to India, Interna 1 Settlements, Turkey 
oe the amount of £100,322,000 has been repaid. U.S. Federal Reserve Banks. FIN 
AUSTRALIA AND CHINA Bankers to the Government in Kenya Colony and Uganda. 
(Incorporated by Royal Charter 1853) Head Office: 26 BISHOPSGATE, LONDON, ECL 
BRANCHES : — 
CAPITAL (PAID-UP) - £3,000,000 Ain aet Cochi Mad Kisumu 7) Kear 
RESERVE FUND - - £3,000,000 Aden Poiat (S. India) Mandalay Mombasa — 
Branches and throughout INDIA and the EAST soune Colombo Nuwara oe i a 
bay Delhi Eliya Nakuru 
AFFILIATED BANK IN INDIA Calcutta Kandy Pt Entebbe} _ 
THE ALLAHABAD BANK LTD., with 15 Branches & 30 Sub-Agencies Cawnpore Karachi Tuticorin inja Uganda 
The Bank offers a complete Banking Service and provides Chittagong Lahore Zanzibar ampala 
= tional facilities for financing every description of trade with Dar-es-salaam Mwanza Tanga ..._—s.. Tanganyika Territoy 
ast. 000 
Deposits for Fixed Periods or repayable at call or at short notice SUBSCRIBED CAPITAL... £4,000, 


West End Branch: 


28, CHARLES Itt STREET, 


New York Agency: 65, BROADWAY, NEW 





are received at rates which may be ascertained on application. 
The Bank also undertakes Trusteeships and Executorships. 


Wead Office: 38, BISHOPSGATE, LONDON, E.C.2 


Manchester Branch: 52, MOSLEY STREET 


PAID-UP CAPITAL ““" 7 €2,,000,000 
RESERVE FUND 


The Bank conducts every description of Eastern Banking busiles 
Trusteeships and Executorships also undertaken. 







£2,200,000 



































(Guaranteed by the 
Australian Government) 


Post Offices in Australia. 

As at 80th June, 1942.—General Bank Balances 
Savings Bank Balances. 

Note issue Department 


Other items ts a 


Leanden Office: 8 OLD JEWRY, E.C.2. 





COMMONWEALTH BANK OF AUSTRALIA 


Banking and Exchange Business of every description transacted. 
Bankers to the Government of the Commonwealth of Australia, the 
Government of the State of Queensland, the Government of the State 
of South Australia, the Government of the State of Tasmania. 

Commonwealth Savings Bank of Australia, 8,900 


Rural Credits Department... 


Also at AUSTRALIA HOUSE, STRAND, W.C. 























HAYMARKET, S.W.1 - = ce 
YORK CITY vic 
THE Br 
ROYAL BANKOF CANADIEN “ 
Incorporated in Canada in 1869 with Limited Liability ce 
If 
Branches and Agencies pu 
t hout : 
hroughout Australia Assets exceed $1 ,000,000,000 - 
ta 
Agencies at rn 
w+ £181,729,589 : OR: ag 
os 164,619,569 Main London Branch: 6, Lothbury, E.C.2. 
v= SHH 96a aa E. B. Mclnerney, Manas B 
20,380,871 West End Branch: 2-4, Cockspur Street, ah P 
£481,101,765 ee sa C. H. Hunt’ | h 
A. H. LEW Ey ‘ FAD OFFICE: ONTREAL | C 
= Agency in New York 0 
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